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JOHN MAYNARD KEYNES 
1883—1946 
I 


WE are to-day too near to Maynard Keynes to appraise him 
dispassionately and to establish with complete detachment just 
how high he stands in the company of the great. To measure 
him must be the task of our successors, with the truer perspective 
that time will give. It must be our task to put on record for them 
the qualities which, to his own generation and to his pupils, 
made the mind and personality of Keynes something wholly of 
its own; to attempt to capture and imprison in words the 
evanescent elements of his make-up, so that they may picture, as 
nearly as they can, the man as we knew him. 

But even for a task thus limited, any one person must feel 
conscious of his own inadequacies. For more than any man in our 
times Keynes was, not indeed in a chameleon sense all things to 
all men, but in a truer sense many things to many men. His 
tastes were catholic, and he had the gift of achieving a knowledge 
of many subjects to a level that made him the respected confidant 
of those that professed it. With philosophers, mathematicians, 
historians, bibliophiles, with the critics and exponents of modern 
painting and of the ballet, just as truly as with economists, 
financiers, civil servants and politicians, he could speak on a 
ground of equality of knowledge and understanding. And because 
of this, what one man saw in Maynard Keynes was likely to be 
something different from what another might see. 


II 


In those delightful essays in biography which Keynes over 
many years contributed to the Economic JouRNAL he showed 
always a fascination in the stock from which the great economists 
had sprung. He drew for us the eccentric Daniel Malthus, the 
tough evangelical cashier of the Bank of England who fathered 


Alfred Marshall, Edgeworth’s gentle Irish philosopher father and 
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romantic Spanish mother, the “ yeoman farmers owning their 
own land back to the sixteenth century and beyond, turning in the 
eighteenth century into thrifty parsons and scholars ”’ that pro- 
duced the Paley stock from which came Mary Marshall. It was 
natural that his interest should have extended to—perhaps even 
have grown from—an interest in his own forebears. As a school- 


boy he had delved deeply into the history of the Keynes family ; 


and of late years he reverted to his interest in them. 

In his own immediate generation Maynard Keynes was com- 
pletely a product of Cambridge. His father, born in 1852 and 
still vigorous to-day, came as an undergraduate to Pembroke 
College, Cambridge, with a scholurship in mathematics after com- 
pleting a full degree course at University College, London. 
Deserting mathematics at the end of his first year, he was Senior 
Moralist in 1875, held a Fellowship at Pembroke from 1876 to 
1882, and was University Lecturer in Moral Science from 1884 to 
1911. To later generations he was best known as Secretary of the 
Local Examinations and Lectures Syndicate from 1892 to 1910, 
and thenceforward to 1925 as Registrary of the University. 
Pembroke elected him to an Honorary Fellowship in 1911. 

In Neville Keynes’ day, and much later, the study of economics 
lay within the Moral Sciences Tripos, and formed an important 
part of it. He had himself been examined in that Tripos by 
Foxwell and Jevons. When he took his degree, Sidgwick and 
Fawcett of the older generation were in the ascendant, though 
Marshall, in his first creative period, was working out in Cambridge 
the system of analysis which was privately printed in 1879. 
Neville Keynes lay between the two generations. His most 
important work was his Formal Logic, published in 1884, and, after 
many editions, still selling a few copies each year when the remain- 
ing stock of sheets was destroyed in the London blitz. To econo- 
mists, however, he is better known as the author of The Scope and 
Method of Political Economy, a book which is in essence of the older 
generation. But he was, not only in age, but also by association, 
the intimate of Marshall andthe newgeneration. Maynard Keynes, 
in his biographical notice of Marshall, recorded how his father had 
watched and deplored, as his pupil and colleague, ‘“ Marshall’s 
obstinate refusal to understand where his special strength and 
weakness really lay.”” And Neville Keynes was very much more 
than an interested spectator. He was a prominent member of the 
Syndicate which in 1902-3 led to the setting up of the Economics 
Tripos. He was Chairman from 1908 to 1919 of the Special 
Board for Economics and Politics which governed the teaching 





























eh ee 


CAPS IEEE TER COLI 





13s ia cites 2 
eric: 


wae EI ee MOR On, ane Gy Ea ea eae LT, 






a 












—_— ! 
. 


~ 


RQ OO mt Di be 


VQ ie 








EEE RII Ss SON RPMI RE lad Nala 


cf 
at 
Be] 
¢ 
4 





1947] JOHN MAYNARD KEYNES 3 


and examining in the subject, and of which from 1910 to the 
outbreak of war Maynard Keynes was secretary. Thus on his 
father’s side Maynard Keynes had the closest of associations not 
only with Cambridge, but with Cambridge economics. 

If we go back a generation further on the Keynes’ side, we find 
that Maynard Keynes’ grandfather, John Keynes, came from a 
typical English middle-class stock, running his own business and 
taking an active part in the local affairs of the old cathedral town 
of Salisbury, which the family had made their home for several 
generations, having previously had long associations with Dorset. 
John Keynes had succeeded his father as a manufacturer of high- 
grade brushes, but handed the factory over to his brother when 
he found himself in a position to devote his energies to his hobby, 
the cultivation of flowers. This had been a passion from his 
youth; he used to tell his friends how when a lad he pawned 
his watch to buy his first precious plants. He built up in 
Salisbury a large and flourishing nursery garden in the days when 
modern flower-gardening was in its infancy; he bred and ex- 
hibited many new varieties, and sold his prize dahlias and roses, 
and later his vines, to the big houses that then abounded in the 
west country. He married as his second wife Anna Neville, of 
the Essex family of that name, and of that marriage John Neville 
Keynes was the only child. The decision to send Neville Keynes 
to Cambridge was taken on the advice of Henry Fawcett, the 
blind Professor of Political Economy, afterwards Postmaster- 
General, who came from a Salisbury family connected by marriage 
with the family of Keynes. 

Grandfather John Keynes died in 1878, a few weeks after 
completing his year of office as Mayor of Salisbury, by Victorian 
standards a well-to-do man. Maynard Keynes never plumbed to 
his satisfaction the sources of that wealth. John Keynes had 
never put money-making first. He had always been warm-hearted 
and open-handed. It may be that there was more money in those 
days to be made out of horticulture and the laying out of rich 
men’s gardens than in our more austere and egalitarian times. 
Maynard Keynes suspected, with what warrant I know not, that 
there had been an element of judicious and fortunate speculation 
in land at the time that the railways were pushing westwards, 
followed by good and skilful Victorian investment of the proceeds. 

If we wish to go-back still farther on the Keynes’ side, the 
family, like so many English families, had suffered its vicissitudes. 
Of Norman origin (the name of Keynes has been traced to one 
Guillaume de Cahaignes, who came from a village of that name 














+ THE ECONOMIC JOURNAL [MARCH 


between Vire and Bayeux), the family had at one time widespread 
estates, to which their name in many cases, as at Horsted-Keynes 
and Milton-Keynes, still attaches. Included in their estates was 
Tilton, in Sussex, which Maynard Keynes many years later 
acquired as a country home. In the sixteenth and seventeenth 
centuries the family, clinging to the Catholic faith, bred Jesuits 
of ability and distinction; Father John Keynes was a Professor 
of Logic at Liége. But the Catholic adherence ultimately in- 
volved the final loss of the estates, already much reduced by the 
failure of male heirs and the marriage of heiresses into other 
families. ‘The Keyneses, as recusants, fell on hard times, until, 
as in so many other cases, they re-emerged as part of the middle- 
class stock of England. 

On his mother’s side Maynard Keynes was almost equally a 
child of Cambridge. Indeed, he often claimed that he was the 
first son of a union of a Cambridge Fellow with a member of 
Newnham. Whether this is literally true I do not know; certainly 
Mary Paley, of an earlier generation at Newnham, had married 
Alfred Marshall in 1877, five years before Florence Brown married 
Neville Keynes, and there were other such matches, but none, 
I believe, produced a son. The year 1882 was a great year for 
matrimony; the University Statute which had required Fellows 
to resign on marriage had that year been repealed. 

His mother sprang from a background as typically British 
as his father. Her own father, the Reverend John Brown, D.D., 
was minister for thirty years of Bunyan’s chapel at Bedford. 
The life that he wrote in 1885 is still the best, the most authorita- 
tive and the most readable study of Bunyan. Dr. John Brown 
was famous in his generation both as preacher and as historian— 
he wrote a number of books on the puritan movement and the 
pilgrim fathers—and was a President of the Congregational 
Union. His Doctorate in Divinity was conferred on him by the 
University of Yale. Of his three daughters and three sons, 
Florence (Maynard Keynes’ mother) was the eldest. One of her 
brothers, Walter Langdon Brown, became, in his last years, a 
very well-known figure in Cambridge as Regius Professor of 
Physic. 

Dr. John Brown had started life with few advantages. His 
father had been a respected citizen of Bolton-le-Moors in Lanca- 
shire, but of no special distinction. John Brown was one of those 
curious sports, occasionally known to all of us who teach in 
universities, where a family with no recent history of intellectual 
distinction suddenly produces a man of great gifts. And beyond 
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Bolton-le-Moors, the family of Browns traces back farther to 
Scotland, and to the village from which came one Agnes Brown, 
who bore and brought up that odd sport—Robbie Burns. It is 
amusing to speculate whether the self-same stock produced two 
sports—the poet, and the line that beginning with John Brown 
was to give us Maynard Keynes. 

To his mother all biographers of Maynard Keynes will be 
greatly indebted. Over the last twenty-five years of his working 
life she has kept full and complete cuttings of all that concerned 
him, and of his youth has recorded so much as to make it easy for 
those who were not his contemporaries to form a lively picture of 
him. To her care and her recollections this note owes more than 
can be told. In Cambridge, as Justice of the Peace, Alderman 
and Mayor, Mrs. Keynes has always been, and still remains, a 
figure in her own right, and not merely, or primarily, as wife and 
mother. 

If one could picture the Keyneses and the Browns bringing 
their diverse gifts to endow the infant, one might say that it was 
the solid Keyneses who brought a precision of thought, a pleasure 
in detail, a practicality of outlook, perhaps also a pleasure in good 
living. It was the more brilliant Browns who brought the sparkle 
and the quick, intuitive leaps of intellect, the almost feminine 
perception of the essential and inevitable pattern of things, 
which enabled Maynard Keynes to outpace in his rapidity of 
thought all those of us whose intellectual movements are more 
pedestrian. But the infant would himself have been the first to 
remind us that heredity is no such simple matter. And, indeed, 
it was the curious conjunction of contrasting qualities which 
made Maynard Keynes so essentially unlike the common run of 
mankind. There was, however, one thing in his make-up on 
which he would sometimes dwell: he was, improbable as it 
might seem in one of his intellectual gaiety and nimbleness, utterly 
and completely English. And sometimes, in days of stress, that 
Englishness would unexpectedly peep out. — 


Ill 


Maynard Keynes was born on June 5, 1883, at 6 Harvey Road, 
Cambridge—a tall Victorian Gothic house, which still retains 
many of the William Morris influences of the time of his parents’ 
marriage. It stands in a road familiar to many generations of 
Cambridge undergraduates as the thoroughfare to Fenner’s cricket- 
ground. In the same road lived the Stanfords, the Macalisters, 
the Glazebrooks, the Besants, the Bougheys, the Clays. It was a 
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characteristic Cambridge home of its period, in a characteristic 
Cambridge university milieu. 

As a young child, Maynard, the eldest of three children 
(Geoffrey, surgeon, bibliophile and editor, and Margaret, social 
worker, pioneer in the care of the aged, and wife of Professor A. V. 
Hill, physiologist and for long Secretary of the Royal Society, 
both survive him), enjoyed to the full the advantages that such a 
home could give. He was quick, intelligent, vivacious, but in 
no extreme sense an infant prodigy. Throughout his childhood 
and school days he was thin and delicate; sometimes inclined 
(as many of us who had known him best in later life had now 
almost forgotten) to stammer. His pleasures were from an early 
stage pleasures of the mind, and his playthings ideas rather than 
toys. He followed the ordinary educational paths of a boy of his 
class. He went at the age of eight to St. Faith’s preparatory 
school in Cambridge. Within a short time he was showing 
remarkable promise, more particularly in mathematics, and it 
was no more than a fulfilment of confident expectations when he 
won in 1897 a scholarship at Eton—tenth out of twenty elected—a 
satisfactory, but not exceptional, performance, for which he had 
had but little special preparation. 

There were two great influences in the early shaping of May- 
nard Keynes—his home and Eton. And great as was the influence 
of the first, that of Eton was almost certainly the greater. Eton 
gave him the confidence and poise to match his zest for knowledge. 
And Eton, with its variety and lack of regimentation, was the 
environment in which his manifold interests could happily 
develop. Though at the end of his time at Eton he was pre- 
dominantly a mathematician, his fist training was in the classical 
tradition; he was winning Iambics Prizes and Division Prizes 
for Classics, as well as Mathematical Prizes. Much later, in 
1902, he was in the Select for the Newcastle. And when the time 
came for him to enter for a scholarship ht King’s College, Cam- 
bridge, his Eton Scholarship, won for mathematics, was converted 
into an Open Scholarship, partly because the addition of Classics 
placed him ahead of one or more of the Open Scholars. 
Throughout his time at Eton, moreover, history had a fascination 
for him, and his essays and papers to the Eton Literary Society 
on subjects of wide diversity—the character of the Stuarts, 
Bernard of Cluny, the Difference between East and West—pro- 
vided an eagerly seized outlet for his creative and literary abilities, 
and gave the first signs of his future gifts. But it was as a 
mathematician that the young Maynard Keynes excelled. All the 
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Mathematical Prizes that Eton had to offer fell to him. For the 
two years before he took the Cambridge scholarship examination 
he was working primarily, but by no means exclusively, at mathe- 
matics. Nevertheless, in his last two halves, with the Cambridge 
scholarship behind him, we find him reverting once more to his 
classics. 

If at Eton Maynard Keynes’ pleasures remained largely those 
of the mind, he was not in the schoolboy world a mere sap or book- 
worm. At cricket he was no performer—‘ if the theory and 
history (not the practice) of cricket were included in Trials I 
would do well in the subject.’ was his own verdict. But at the 
wall-game in his last year he considerably distinguished himself, 
| ; despite his light weight, for College against Oppidans in the annual 
‘ St. Andrew’s Day match. As an oar he was tried, but, somewhat 

s to his relief, rejected, in Trial Eights, and rowed in Monarch— 

: a position of dignified retirement—in the Procession of Boats in 

3 his last year at Eton. His greatest schoolboy triumph—the 

greatest triumph open to an Etonian—was to be elected to Pop. 

, Yet, though all the distinctions which Eton could shower on 

4 him were his, the picture of him that we get, particularly from 

the letters written to his father by his Tutor, Mr. Gurney Lubbock, 

: whose insight into Maynard Keynes’ character and qualities was 

truly prophetic, was of a boy who managed to be little affected by 
; success : 
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** No amount of marks and prizes seem to spoil the modest, sensible way 
in which he accepts success. . . . Such simplicity and such ability are not 
often combined.” 
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And again : 


**T am sure Maynard will go far. He seems to have the power of being 
interested in everything, and at the same time he seems incapable of doing 
anything in a dilettante manner . . . but even I, I confess, was fairly 
dazzled by the actual result. It is an extraordinary performance. He 
certainly does command success to an amazing extent; but then no one 
2 4 ever deserved it better. His way of accepting it is characteristic; just as 
1 quiet, frank and modest as ever, enhancing all the pleasure his success 
gives one.” 


ye al ae | eed ' 


As one reads the record of Keynes’ Eton days one almost 
forgets the passage of the years. Yet that is in many ways the 
most remarkable thing of all. It is an effort to realise that 
Keynes, who was in the 1930’s so utterly of the younger genera- 
tion, so essentially a Georgian, was being elected to College Pop 
in the same week in which he watched the funeral of Queen 
Victoria. 

Maynard Keynes arrived in Cambridge with a reputation, 
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Even if we make full allowance for the rose spectacles of hind- 
sight, and for a tendency to endow the undergraduate of yesterday 
with the glamour of subsequent achievement, it was « remarkable 
generation in a remarkable college into which Keynes came in 
October 1902. The older generation of fellows incluced the now 
fabulous figure of Oscar Browning, round whose oddities and 
vanities a complete Cambridge saga has grown up, and such well- 
known personalities as Montague Rhodes James, later Provost 
of King’s and finally of Eton, W. H. Macaulay, the college tutor 
of Maynard Keynes’ day, W. R. Sorley, Sidgwick’s successor in 
the Chair of Moral Philosophy, and the logician, W. EK. Johnson. 
Among the younger fellows were Goldsworthy Lowes Dickinson, 
J. H. Clapham, then at Leeds, A. C. Pigou, E. J. Dent and H. O. 
Meredith. The students of Keynes’ time included J. T. Sheppard 
(now Provost), Harold Temperley, Oliffe Richmond, Will Spens, 
Stephen Gaselee, Gerard Mackworth Young, Dillwyn Knox, Eric 
Milner-White, R. A. Furness (Maynard Keynes’ peculiar intimate) 
and C. R. Fay, a scholar of Keynes’ year, to name only a few. 
E. M. Forster had taken his degree a year before. And Trinity, 
only a few minutes away, housed such as Lytton Strachey, 
Adrian Stephen and Clive Bell. Duncan Grani, Strachey’s 
cousin, was a frequent visitor. R. G. Hawtrey, a Wrangler of 
1901, was to be seen in Keynes’ room at an odd week-end. 

Keynes quickly established in King’s the ascendancy th** he 
had achieved over his contemporaries at Eton. In his third term 
Mr. Fay remembers him as the first-year undergraduate spokes- 
man at a large meeting in the College Hall to protest against 
religious obligations at the boys’ club which the College was pin- 
posing to start in South London. He soon became friendly, from 
this and other occasions, with Lowes Dickinson, who through his 
life exercised a great influence on him, and with many of the other 
younger fellows. Then, as now, there was a traditiun of closer 
intimacy in King’s between fellows and undergraduates than 
prevails in most colleges. And his Eton associations brought him 
the friendship of Monty James and his circle. 

Maynard Keynes quickly made a reputation also in wider 
university circles. To the debates of the University Union 
Society he devoted much of his energies. He spoke, for the first 
time, for a brief four minutes, in the fourth debate of his first 
term, in favour of a motion deploring party government. In the 
first debate of his second term he was on the paper as opposer of a 
motion approving joint action with Germany in Venezuela. 
(How many of us to-day have even a glimmering of the issues 
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involved?) He was first in the election to the Committee at the 
end of his third term. He was made Secretary for the Michaelmas 
Term, 1904, and succeeded to the Presidency early in his Vice- 
President term when H. G. Wood, the term’s President, had to 
resign on leaving Cambridge. 

Those prominent in the Union in Keynes’ time included not 
only J. T. Sheppard, but also E. S. Montagu, President in 
Keynes’ first term, D. H. Macgregor, another ex-President, J. K. 
Mozley, J. E. McTaggart, the Society’s Librarian and Steward, 
Wilson Harris, H. G. Wood, Stephen Gaselee, Arnold McNair, 
Alex Wood, C. K. Webster, Walter.Layton, Gordon Selwyn, Harry 
Hollond. A.C. Pigou, yet another ex-President, was still joining 
in the free-trade debates of the day. William Temple came from 
Balliol to cross swords with Keynes on the Government’s domestic 
policy. 

At this time he was a forceful and pungent speaker, a little 
inclined when excited to stutter. The mellow charm of utterance 
that belonged to his later days was not yet his. But the Cambridge 
Review describes his speech on retirement from the Presidency, 
on the motion “ That this House views with impatience the 
prolonged existence of the present (the Balfour) government ”’ as 
“in his best style—cool, logical, and yet full of a regard primarily 
and above all for the highest and best moral principles of states- 
manship. We lose no ordinary speaker in Mr. Keynes, but one 
who raises the tone of any debate he may take part in”’; and the 
less restrained Granta records that ‘‘ his speech was cool and well 
reasoned, yet with just sufficient passion to carry conviction.” 
The written record is supported by the photograph which hangs 
on the wall of the Union Society—a picture of a young man with 
burning and penetrating eyes, a thin and angular face, and already 
the little bushy moustache that he carried through the rest of his 
life. 

The energies that Maynard Keynes devoted to the Union 
were, at least in more distant retrospect, not misdirected. He had 
come to Cambridge with a very considerable Eton reputation as a 
mathematician. But it fairly quickly became apparent that by 
the exacting standards of Cambridge he was not in that narrow 
superlative class which alone can hope to achieve fame in the field 
of pure mathematics. In his own year at King’s, W. M. Page 
was his superior. Keynes’ mathematical interests lay rather in 
the borderland between mathematics and the philosophical pro- 
blems which were familiar to him through his father and his 
father’s friends. To say this is not to suggest that the young 
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Keynes was idle; he worked seriously, but not with that all- 
exclusive devotion which gave to a familiar walk to the bare out- 
skirts of Cambridge the name of Senior Wrangler’s Grind—the 
limit for which a senior wrangler might tear himself from his 
exacting labours. It was still the day of mathematical coaching, 
though Routh and the famous coaches of the nineteenth century 
were now gone. Maynard Keynes coached with Hobson of 
Christ’s, Senior Wrangler of 1878 and a famous Cambridge 
figure, but possessed of one powerful disadvantage for Keynes : 
he coached at nine o’clock, and locked his door against stragglers 
at ten minutes past the hour; early rising was never easy, 
then or later, to Keynes, and more than once Hobson had to 
be cut. 

Keynes’ absorbing interest at this stage of his life was politics. 
He had more than a schoolboy knowledge of political theory, and 
in 1904 he won the Members’ Prize with an essay on “ The 
Political Doctrines of Edmund Burke.” He was fascinated by 
the problems of government. In the Union debates all this gained 
a new reality, and played a part of great importance in the 
shaping of Keynes’ life and ambitions. First, it made him 
look immediately to the Civil Service rather than to an academic 
career as a pure mathematician as an outlet for his activities. 
Second, it made him approach all problems, both then and later, 
as problems of government, in the making of decisions : never, so 
far as I remember, did Keynes in late life devise an economic tool 
purely for its own sake rather than to solve an immediate practical 
problem in the application to government of the methods of 
economic analysis; his absorbing interest in politics and govern- 
ment made Keynes, in the very best sense of those words, a 
political economist. 

But it would be wholly wrong to picture the young Keynes as 
a solemn and prematurely adult undergraduate dividing his 
time between the higher flights of mathematics or mathematical 
logic and the solution of the manifold problems of world govern- 
ment. His contemporaries recollect almost more vividly a lighter 
side; amusing, often brilliant, sometimes chaffingly malicious, 
and always ready to shock the less sophisticated product of the 
grammar school and of the more conventional way of life. The 
friend who lived above him in his freshman’s year paints him 
thus : 


“‘ Hospitable, receptive, intellectually impish, nipping up the staircase 
with his latest purchase from David, hurrying off at five o’clock to McTag- 
gart’s philosophy lecture at Trinity, almost as grown up as Gaselee, almost 











1947] JOHN MAYNARD KEYNES 11 


as good a bridge player as Spens, admittedly the inferior of Furness in 
Rabelaisian wit, yet in the sum, because he could do (or say) nearly every- 
thing, superior to them all. If he couldn’t find it at King’s, there was 
Trinity and Lytton Strachey.. If it wasn’t to be had at Trinity there was 
the wide world without. This was the sense in which he was the counter- 
part of O. B. (as O. B., of course, spotted) and far enough from W. D. or the 


9994 


Brookie or the Monty James of Eton and Kings’. 


In the event Keynes was twelfth wrangler in a good, but not 
exceptional, year (J. E. Littlewood, now Rouse Ball Professor of 
Mathematics at Cambridge, was first)—a satisfactory result, but 
a little disappointing to those who had formed high hopes of his 
mathematical abilities. This confirmed his decision not to go on 
to Part II of the Mathematics Tripos. For a time he toyed with 
the idea of tackling the Economics Tripos, and with that in mind 
read for a while pretty widely in the field of economics. But in 
the end he made up his mind to take the examination for the 
Civil Service, and to postpone for the moment any attempt to 
write the Fellowship Dissertation, which was, then as later, a 
necessary preliminary to a Fellowship at King’s. 

For most men entry into the Civil Service meant a year with a 
London ‘ crammer,” usually Wren’s. A very few dared the risks 
of being an “ auto-coach’”’: Keynes, needless to say, ventured. 
And it is little exaggeration to say that history has been changed 
by that decision. For it was while thus engaged in his fourth 
year at Cambridge that he first came into formal working contact 
with Cambridge economics. He decided to take in the Civil 
Service Examination, besides mathematics, papers on political 
science, on ethics, metaphysics and philosophy, on logic and 
psychology, and on economics. By way of preparation for the 
last he went to some of Marshall’s lectures, and some scrappy 
notes of the lectures survive, covering a wide variety of subjects ; 
one is reminded of his comments, written many years afterwards, 
on Marshall’s methods of lecturing : 


‘** T think that the informality of his lectures may have increased as time 
went on. Certainly in 1906, when I attended him, it was impossible to bring 
away coherent notes.” 


More important, Keynes wrote, as did others who were going 
to the course, the papers which Marshall (as Pigou also in a later 
generation) was accustomed to set, and Marshall, whose red ink 
comments often submerge the author’s original black, got a feeling 


1 The O. B. is Oscar Browning. W. D. is Walter Durnford, Fellow and later 
Provost of King’s. Brookie is A. E. Brooke, Fellow, later Provost and Ely 
Professor of Divinity, uncle of Rupert Brooke. David is the celebrated anti- 
quarian bookseller who for many years kept a stall in Cambridge market-place. 
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of Keynes’ quality that was later to be important. His comment 
still survives on one of Keynes’ essays : 

“This is a very powerful answer. I trust your future career may be one 
in which you will not cease to be an economist. I should be glad if it could 
be that of an economist.” 

There were two posts only in the Civil Service list of openings 
that Maynard Keynes was willing to take: one in the Treasury, 
the other in the India Office. Somewhat to his own surprise, and 
that of his family, he came out second; he was top in the English 
Essay, in Logic and Psychology, in Political Science, second in a 
rather “ Oxford ” paper on philosophy, he did poorly in mathe- 
matics, and got his worst mark in economics. On the last his 
comment is reported to have been: “‘ the examiners presumably 
knew less than I did,” and in one sense it was probably true. 
For he had grown up among the economists or near economists of 
the Moral Sciences—his father, Henry Sidgwick, Foxwell, McTag- 
gart, C. P. Sanger, Sydney Chapman, and Pigou; and in his 
undergraduate years, which coincided with the tariff reform 
campaign, his interest in and contribution to the Union Debates 
were on political issues in which economics were usually involved. 
What he did not know, or declined to reproduce, was the set-piece 
answer which was, perhaps, expected by his examiners. His 
economics of 1906 were, in fact, mainly self-taught, and it was 
only after a spell of service in London that he gave anything like 
the whole of his mind to economic science. Marshall’s lectures, 
the only ones which he ever attended as a student, did not purport 
to give a systematic exposition of the whole subject and Keynes 
never covered the field or submitted to the full discipline of the 
Cambridge teaching of Marshall’s day in the same thorough sense in 
which Pigou or Macgregor or Layton did. To the end%f his days 
there remained parts of the field into which his interests had never 
happened to lead him, and in which he was appreciably less sure- 
footed than in those parts that he had made completely his own. 

He went to the Civil Service, therefore, with an open mind 
about his own future. Already, before the publication of the 
Civil Service results, he was at work on a fellowship dissertation 
on Probability. But it must be borne in mind that a Prize Fellow- 
ship could be held concurrently with a Civil Service post, and 
imposed no duties of residence in Cambridge. 


IV 


In the Civil Service his second place meant that he missed the 
Treasury and was appointed to the India Office. He would 
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sometimes in later life describe his days in the India Office as 
devoted to the study of The Times in the morning and to the 
writing of his fellowship dissertation in the afternoon. But this, 
as anyone who has known Maynard Keynes’ regrettable incapacity 
for idleness might suppose, is a caricature with no more than an 
element of verisimilitude. He was posted first to the Military 
Department, where he began work within a few days of the 
publication of the results, in October 1906. He found his work 
interesting, but not particularly congenial, and from time to time 
insufficient to fill his day. In March 1907 he was moved into the 
Revenue, Statistics and Commerce Department, with little routine 
but very much to interest him. By the following July the Per- 
manent Secretary, Sir Arthur Godley, whose affectionate interest 
in the young Keynes throws a happy sidelight on the Civil 
Service of that day, was drawing the attention of John Morley, 
Secretary of State, to a minute by Keynes, and Morley in turn was 
asking Godley to tell Maynard Keynes that he regarded it as “a 
performance of admirable promise.” 

Meanwhile Maynard Keynes was making good progress with 
his fellowship dissertation. To that he devoted most of his 
evenings, and on that account he refused the offer, and additional 
pay, of a resident clerkship, which Godley had pressed upon him, 
even when Godley, whose interest in his winning the fellowship 
was manifest, urged that the duties of a resident clerk were in the 
main so nominal as to involve no interruption of his work. 

His dissertation was submitted for the Fellowship Election in 
March 1908. To the considerable vexation of Maynard Keynes 
himself and to the surprise of his friends, he was not elected. 
At this moment of disappointment, Maynard Keynes received 
an offer from Marshall of a Lectureship in Economics with a salary 
of £100 attached to it. For some years Marshall had found 
the money for two lectureships from his own pocket. After his 
retirement in 1908, Professor Pigou continued for some years to 
do the same. Keynes consulted Lowes Dickinson, and got from 
him the advice that, if he came back into residence and revised 
his dissertation, his election the next year. was almost certain. 
He decided to burn his boats. Sir Arthur Godley and his 
immediate superiors were full of regrets at losing so promising a 
member of their staff, but full also of understanding. They 
remained his close friends, and when he was later studying Indian 
finance did all in their power to help him. 

His short period—a little less than two years—in the India 
Office was not wasted. He had learned there a great deal about 
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the way the machinery of government operated, and in par- 
ticular to see the problems of economics from the angle of the 
administrator, who must make the decisions, as well as from that 
of the academic, who must discuss the principles that must under- 
lie the decisions. He had formed an abiding interest in the 
problems of Indian currency and finance. Above all, he had 
attained a maturity unusual at the age of twenty-five. 

He left the India Office in July 1908, and returned to Cam- 
bridge in the Michaelmas Term, after a summer devoted to his 
dissertation. At the Fellowship Election in March, 1909, the 
verdict, as had been expected, was this time favourable, and his 
position in Cambridge and his college was now assured. 

From 1909 to 1915 Keynes was mainly in Cambridge. But 
throughout those years (as also in his undergraduate and Civil 
Service time) he spent much of his vacations in travel, most often 
with Duncan Grant or the Stracheys; Scotland and the Orkneys, 
Italy, the Pyrenees, Greece and Constantinople, Egypt (to visit 
his old friend Furness, who had gone into the Egyptian Civil 
Service) all saw him. Many of these journeys were, however, 
interrupted by illness. Keynes at that time in his life did not 
enjoy robust health; early in 1914 he suffered a very severe attack 
of diphtheria in the South of France. 

Over the earlier years he was working not only at economics, 
but also, somewhat intermittently, at mathematics. It was still 
as a possible successor to Sorley, in the Chair of Moral Philosophy, 
that some of his youthful contemporaries pictured him; and 
while he was preparing the T'reatise on Probability for publication 
(it finally appeared only in 1921), and even later, he found in the 
problems of mathematical philosophy and his wrestlings with 
A. N. Whitehead, W. E. Johnson, Bertrand Russell, G. E. Moore 
of the older generation, Ludwig Wittgenstein and C. D. Board of 
the younger generation, at once a more severe intellectual exercise 
and a greater intellectual satisfaction. 

During those six years down to the outbreak of war he was 
finding his feet as an economist, and making the beginnings of 
his rapid ascent to fame. The lecture-list of 1908-9 shows him 
lecturing, as from January, on Money, Credit and Prices, to a 
third-year class. Mr. Fay, who later went to these lectures, has 
clear recollections of their clarity of argument, breadth of com- 
prehension and wealth of historical illustration. Thanks not a 
little to Keynes (in later years he used to claim that at that time 
he was teaching more than half the economics students in the 
University), Part II of Marshall’s tripos was working well. 
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Between 1907 and 1914, with no more than a handful of men and 
women in each year—there were nine men and three women in 
1910—it had produced, among others, Walter Layton, Hugh 
Dalton, Frederick Lavington, Harold Wright, Hubert Henderson, 
Dennis Robertson, Gerald Shove, Claud Guillebaud, Lynda 
Grier—a level of talent which, despite the addition of an elephan- 
tine rump, the post-1914 years have never equalled. 

Keynes’ first economic writing on any large scale, apart from 
his lectures, was the essay which won the Adam Smith Prize 
(after his election to a fellowship) in 1909, entitled The Method of 
Index Numbers. While it is possible to recognise in this essay 
certain elements which later appeared in Book II of the Treatise 
on Money, the main argument of that brilliant treatment would 
seem to be of later date. 

His first further advancement as an economist was his appoint- 
ment as Editor of the Economic JouRNAL in 1911. To all except 
the inner circle of Cambridge economists he was still relatively 
unknown. He had published only one major article in the 
JOURNAL—that on Recent Economic Events in India—and some 
few reviews, of which that of Irving Fisher’s The Purchasing Power 
of Money is by far the most substantial and interesting. He owed 
his appointment mainly to Marshall’s confident recommendation. 
But his relative inexperience (he was still only twenty-eight in a 
society in which then, as later, greyheads predominated) dictated 
the appointment of an editorial committee—Ashley, Cannan, 
Chapman, Edgeworth—with which Edgeworth, his predecessor, 
had not been shackled. 

Shackles of any kind were never very effective in imprisoning 
Maynard Keynes. Despite his committee, he acted, as was to be 
expected, on his own. Some eighteen months before his death, 
when he and I were wrestling together in the middle of a war-time 
Atlantic crossing with a huge bundle of manuscripts sent to us for 
publication in this JourNAL, he told me of the drawer full of 
manuscripts which he had inherited from Edgeworth—manuscripts 
that Edgeworth had neither persuaded himself to accept nor to 
reject. They included two manuscripts of the redoubtable Arch- 
deacon Cunningham, who only a few years before had come so 
* near to wrecking Marshall’s tripos. Edgeworth could muster 
neither the will to print nor the courage to refuse; Keynes went 
firmly (then as afterwards) through that drawer, and the two 
manuscripts went back—with a polite little letter of apology—to 
the venerable and formidable Archdeacon. 

In 1913 the Royal Economic Society asked him to take over 
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the responsibilities of Secretary as well as Editor. The Secretary's 
main responsibilities are the collection of subscriptions, the 
extension of the membership of the Society, the supervision of all 
the Society's expenditure on the printing and publishing of the 
Journnat and the Society's other publications, When Keynes 
became Secretary there were 576 members of the Society; when 
he handed over that office to become President there were 4,610 
members. To Maynard Keynes, both as Editor and Secretary 
loyally supported in the latter capacity by Mr. 8. J. Buttress 
for many are hie right hand as head clerk in the Bursars’ office 
at King «, thie great growth was largely duc 

In such leisure as remained! to him from the preparation of a 
constantly increasing load of lectures .by the year 1013-14 he 
wae lecturing twice a week throughout the yeu on the Principles 
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his former colleagues, and when the same problems rose to such 
urgency as to require the appointment of the Royal Commission 
on Indian Currency and Finance in 1913, Maynard Keynes, whose 
book, Indian Currency and Finance, was by now already in type 
was first approached ‘to become Secretary, and finally offered a 
place on the Commission. 
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importance. First, his own contributions to the problems at issue 
were great and significant : not only does the Report itself show 
obvious indications of his influence ; it includes a very substantial 
Memorandum, specifically attributed to his authorship, on Pro 
posala for the Establishment of a State Bank in India, which won 
high commendation from Alfred Marshall. Second, the experi 
ence of the Committee greatly fortified and consolidated what was 
to prove Keynes’ great strength as an economist -his power to 
fuse rigid economic thinking with a great mastery of practical 
and administrative detail. Third, and in the event most impor- 
tant of all, the Commission brought him into the closest touch 
with a number of persons who were greatly to affect his sub- 
sequent life. The Chairman of the Commission was Austen 
Chamberlain; among its members were Sir Robert Chalmers 
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of Keynes’ quality that was later to be important. His comment 
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(later Lord Chalmers), Permanent Secretary of the Treasury, 
Lord Cable, Lord Kilbracken, Lord Faber, all three leading figures 
in the contemporary world of commerce and finance, and the 
Secretary of the Commission was Basil Blackett of the Treasury, 
then and for many years a close and valuable friend to Keynes. 
From the time of the Commission he had measured himself against 
the greater world and knew his stature; he moved, thence 
forward, with the assurance that such knowledge can give 


\ 


When war came in 1014 it was in a work! very different from 


Pa ALDEN SF acti nies 


that of 1000 The Civil Servier of the day waa appropriate to a 
libersl world in whieh the main objective of government was no! 


ee ae 


to govern inadvieedly. The expansions of the social services 


ieoun be Aecuitth’s adminietratlon snd eewelates @80h tn 


Peay WEA MUM Y YA YAssesdD, VobpUsl 44UU OY S4440d4 Add 4ddddery Ve 


economics as in the making of economic and financial decisions 
based on the best available technical advice. And, if one may 
believe only part of the saga told by those who served then in a 
junior capacity, many of the senior officials were the ripe products 
of an age which produced eccentric genius more richly than our 
own, or in which the forces of a acholastic mase-production were 
less highly successful than to-day. 

A day or two before war broke out Keynes was hurriedly 
summoned for consultation to the Treasury. The immediate 
problem that confronted the Government was whether or not to 
suspend specie payments. A Memorandum by Keynes was 
mainly responsible for convincing Lloyd George, then Chancellor 
of the Exchequer, that it would be best to avoid suspension 

But apart from this early call, Keynes’ services remained for 
some time unused. He remained in Cambridge, continued to 
lecture, and occupied himself with the writing of two articles. The 
first, War and the Financial System, August 1914, appeared in 
the Journna of September 1914, and, making all allowances for 
the opportunities of an editor, those twenty-seven pages must 
have been written within a very few days after the outbreak of 


war. While it is in the main a narrative, it is such a narrative as 
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of Keynes’ quality that was later to be important. His comment 
still survives on one of Keynes’ essays : 

‘“‘ This is a very powerful answer. I trust your future career may be one 
in which you will not cease to be an economist. I should be glad if it could 
be that of an economist.” 

There were two posts only in the Civil Service list of openings 
that Maynard Keynes was willing to take: one in the Treasury, 
the other in the India Office. Somewhat to his own surprise, and 
that of his family, he came out second; he was top in the English 
Essay, in Logic and Psychology, in Political Science, second in a 
rather “ Oxford ” paper on philosophy, he did poorly in mathe- 
matics, and got his worst mark in economics. On the last his 
comment is reported to have been: “ the examiners presumably 
knew less than I did,” and in one sense it was probably true. 
For he had grown up among the economists or near economists of 
the Moral Sciences—his father, Henry Sidgwick, Foxwell, McTag- 
gart, C. P. Sanger, Sydney Chapman, and Pigou; and in his 
undergraduate years, which coincided with the tariff reform 
campaign, his interest in and contribution to the Union Debates 
were on political issues in which economics were usually involved. 
What he did not know, or declined to reproduce, was the set-piece 
answer which was, perhaps, expected by his examiners. His 
economics of 1906 were, in fact, mainly self-taught, and it was 
only after a spell of service in London that he gave anything like 
the whole of his mind to economic science. Marshall’s lectures, 
the only ones which he ever attended as a student, did not purport 
to give a systematic exposition of the whole subject and Keynes 
never covered the field or submitted to the full discipline of the 
Cambridge teaching of Marshall’s day in the same thorough sense in 
which Pigou or Macgregor or Layton did. To the end?f his days 
there remained parts of the field into which his interests had never 
happened to lead him, and in which he was appreciably less sure- 
footed than in those parts that he had made completely his own. 

He went to the Civil Service, therefore, with an open mind 
about his own future. Already, before the publication of the 
Civil Service results, he was at work on a fellowship dissertation 
on Probability. But it must be borne in mind that a Prize Fellow- 
ship could be held concurrently with a Civil Service post, and 
imposed no duties of residence in Cambridge. 


IV 


In the Civil Service his second place meant that he missed the 
Treasury and was appointed to the India Office. He would 











1947] JOHN MAYNARD KEYNES 13 


sometimes in later life describe his days in the India Office as 
devoted to the study of The Times in the morning and to the 
writing of his fellowship dissertation in the afternoon. But this, 
as anyone who has known Maynard Keynes’ regrettable incapacity 
for idleness might suppose, is a caricature with no more than an 
element of verisimilitude. He was posted first to the Military 
Department, where he began work within a few days of the 
publication of the results, in October 1906. He found his work 
interesting, but not particularly congenial, and from time to time 
insufficient to fill his day. In March 1907 he was moved into the 
Revenue, Statistics and Commerce Department, with little routine 
but very much to interest him. By the following July the Per- 
manent Secretary, Sir Arthur Godley, whose affectionate interest 
in the young Keynes throws a happy sidelight on the Civil 
Service of that day, was drawing the attention of John Morley, 
Secretary of State, to a minute by Keynes, and Morley in turn was 
asking Godley to tell Maynard Keynes that he regarded it as “a 
performance of admirable promise.”’ 

Meanwhile Maynard Keynes was making good progress with 
his fellowship dissertation. To that he devoted most of his 
evenings, and on that account he refused the offer, and additional 
pay, of a resident clerkship, which Godley had pressed upon him, 
even when Godley, whose interest in his winning the fellowship 
was manifest, urged that the duties of a resident clerk were in the 
main so nominal as to involve no interruption of his work. 

His dissertation was submitted for the Fellowship Election in 
March 1908. To the considerable vexation of Maynard Keynes 
himself and to the surprise of his friends, he was not elected. 
At this moment of disappointment, Maynard Keynes received 
an offer from Marshall of a Lectureship in Economics with a salary 
of £100 attached to it. For some years Marshall had found 
the money for two lectureships from his own pocket. After his 
retirement in 1908, Professor Pigou continued for some years to 
do the same. Keynes consulted Lowes Dickinson, and got from 
him the advice that, if he came back into residence and revised 
his dissertation, his election the next year. was almost certain. 
He decided to burn his boats. Sir Arthur Godley and his 
immediate superiors were full of regrets at losing so promising a 
member of their staff, but full also of understanding. They 
remained his close friends, and when he was later studying Indian 
finance did all in their power to help him. 

His short period—a little less than two years—in the India 
Office was not wasted. He had learned there a great deal about 
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the way the machinery of government operated, and in par- 
ticular to see the problems of economics from the angle of the 
administrator, who must make the decisions, as well as from that 
of the academic, who must discuss the principles that must under- 
lie the decisions. He had formed an abiding interest in the 
problems of Indian currency and finance. Above all, he had 
attained a maturity unusual at the age of twenty-five. 

He left the India Office in July 1908, and returned to Cam- 
bridge in the Michaelmas Term, after a summer devoted to his 
dissertation. At the Fellowship Election in March, 1909, the 
verdict, as had been expected, was this time favourable, and his 
position in Cambridge and his college was now assured. 

From 1909 to 1915 Keynes was mainly in Cambridge. But 
throughout those years (as also in his undergraduate and Civil 
Service time) he spent much of his vacations in travel, most often 
with Duncan Grant or the Stracheys; Scotland and the Orkneys, 
Italy, the Pyrenees, Greece and Constantinople, Egypt (to visit 
his old friend Furness, who had gone into the Egyptian Civil 
Service) all saw him. Many of these journeys were, however, 
interrupted by illness. Keynes at that time in his life did not 
enjoy robust health; early in 1914 he suffered a very severe attack 
of diphtheria in the South of France. 

Over the earlier years he was working not only at economics, 
but also, somewhat intermittently, at mathematics. It was still 
as a possible successor to Sorley, in the Chair of Moral Philosophy, 
that some of his youthful contemporaries pictured him; and 
while he was preparing the 7'reatise on Probability for publication 
(it finally appeared only in 1921), and even later, he found in the 
problems of mathematical philosophy and his wrestlings with 
A. N. Whitehead, W. E. Johnson, Bertrand Russell, G. E. Moore 
of the older generation, Ludwig Wittgenstein and C. D. Board of 
the younger generation, at once a more severe intellectual exercise 
and a greater intellectual satisfaction. 

During those six years down to the outbreak of war he was 
finding his feet as an economist, and making the beginnings of 
his rapid ascent to fame. The lecture-list of 1908-9 shows him 
lecturing, as from January, on Money, Credit and Prices, to a 
third-year class. Mr. Fay, who later went to these lectures, has 
clear recollections of their clarity of argument, breadth of com- 
prehension and wealth of historical illustration. Thanks not a 
little to Keynes (in later years he used to claim that at that time 
he was teaching more than half the economics students in the 
University), Part II of Marshall’s tripos was working well. 
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Between 1907 and 1914, with no more than a handful of men and 
women in each year—there were nine men and three women in 
1910—it had produced, among others, Walter Layton, Hugh 
Dalton, Frederick Lavington, Harold Wright, Hubert Henderson, 
Dennis Robertson, Gerald Shove, Claud Guillebaud, Lynda 
Grier—a level cf talent which, despite the addition of an elephan- 
tine rump, the post-1914 years have never equalled. 

Keynes’ first economic writing on any large scale, apart from 
his lectures, was the essay which won the Adam Smith Prize 
(after his election to a fellowship) in 1909, entitled The Method of 
Index Numbers. While it is possible to recognise in this essay 
certain elements which later appeared in Book II of the Treatise 
on Money, the main argument of that brilliant treatment would 
seem to be of later date. 

His first further advancement as an economist was his appoint- 
ment as Editor of the Economic JouRNAL in 1911. To all except 
the inner circle of Cambridge economists he was still relatively 
unknown. He had published only one major article in the 
JOURNAL—that on Recent Economic Events in India—and some 
few reviews, of which that of Irving Fisher’s The Purchasing Power 
of Money is by far the most substantial and interesting. He owed 
his appointment mainly to Marshall’s confident recommendation. 
But his relative inexperience (he was still only twenty-eight in a 
society in which then, as later, greyheads predominated) dictated 
the appointment of an editorial committee—Ashley, Cannan, 
Chapman, Edgeworth—with which Edgeworth, his predecessor, 
had not been shackled. 

Shackles of any kind were never very effective in imprisoning 
Maynard Keynes. Despite his committee, he acted, as was to be 
expected, on his own. Some eighteen months before his death, 
when he and I were wrestling together in the middle of a war-time 
Atlantic crossing with a huge bundle of manuscripts sent to us for 
publication in this JourNnaL, he told me of the drawer full of 
manuscripts which he had inherited from Edgeworth—manuscripts 
that Edgeworth had neither persuaded himself to accept nor to 
reject. They included two manuscripts of the redoubtable Arch- 
deacon Cunningham, who only a few years before had come so 
near to wrecking Marshall’s tripos. Edgeworth could muster 
neither the will to print nor the courage to refuse; Keynes went 
firmly (then as afterwards) through that drawer, and the two 
manuscripts went back—with a polite little letter of apology—to 
the venerable and formidable Archdeacon. 

In 1913 the Royal Economic Society asked him to take over 
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the responsibilities of Secretary as well as Editor. The Secretary’s 
main responsibilities are the collection of subscriptions, the 
extension of the membership of the Society, the supervision of all 
the Society’s expenditure on the printing and publishing of the 
JOURNAL and the Society’s other publications. When Keynes 
became Secretary there were 576 members of the Society; when 
he handed over that office to become President there were 4,619 
members. To Maynard Keynes, both as Editor and Secretary, 
loyally supported in the latter capacity by Mr. 8. J. Buttress, 
for many years his right hand as head clerk in the Bursars’ office 
at King’s, this great growth was largely due. 

In such leisure as remained to him from the preparation of a 
constantly increasing load of lectures—by the year 1913-14 he 
was lecturing twice a week throughout the year on the Principles 
of Economics to the third year, as well as twice a week on a variety 
of monetary subjects—from his responsibilities for the JouRNAL 
and for the Royal Economic Society, and from his college and 
university tuition, he was working on problems of Indian currency 
and finance. His first interests in this had been formed during 
his period in the India Office. His continuing studies, including 
his first article in the Economic JouRNAL in 1909 on Recent 
Economic Events in India, kept him in touch with a number of 
his former colleagues, and when the same problems rose to such 
urgency as to require the appointment of the Royal Commission 
on Indian Currency and Finance in 1913, Maynard Keynes, whose 
book, Indian Currency and Finance, was by now already in type 
was first approached to become Secretary, and finally offered a 
place on the Commission. 

Keynes’ association with the Commission had a threefold 
importance. First, his own contributions to the problems at issue 
were great and significant : not only does the Report itself show 
obvious indications of his influence; it includes a very substantial 
Memorandum, specifically attributed to his authorship, on Pro- 
posals for the Establishment of a State Bank in India, which won 
high commendation from Alfred Marshall. Second, the experi- 
ence of the Committee greatly fortified and consolidated what was 
to prove Keynes’ great strength as an economist—his power to 
fuse rigid economic thinking with a great mastery of practical 
and administrative detail. Third, and in the event most impor- 
tant of all, the Commission brought him into the closest touch 
with a number of persons who were greatly to affect his sub- 
sequent life. The Chairman of the Commission was Austen 
Chamberlain; among its members were Sir Robert Chalmers 














1947] JOHN MAYNARD KEYNES 17 


(later Lord Chalmers), Permanent Secretary of the Treasury, 
Lord Cable, Lord Kilbracken, Lord Faber, all three leading figures 
in the contemporary world of commerce and finance, and the 
Secretary of the Commission was Basil Blackett of the Treasury, 
then and for many years a close and valuable friend to Keynes. 
From the time of the Commission he had measured himself against 
the greater world and knew his stature; he moved, thence- 
forward, with the assurance that such knowledge can give. 


V 


When war came in 1914 it was in a world very different from 
that of 1939. The Civil Service of the day was appropriate to a 
liberal world in which the main objective of government was not 
to govern inadvisedly. The expansions of the social services 
begun by Asquith’s administration and associated with the 
name of Lloyd George had not yet proliferated into the organisa- 
tional mazes of to-day. There had not been planned beforehand 
any scheme of expansion to meet the needs of a world war; 
indeed, many believed that a world war, as we have twice since 
known it, was beyond the endurance of the delicate organisation 
of a modern economic State. The Treasury itself was a small and 
very select body of officials, expert not so much in finance or 
economics as in the making of economic and financial decisions 
based on the best available technical advice. And, if one may 
believe only part of the saga told by those who served then in a 
junior capacity, many of the senior officials were the ripe products 
of an age which produced eccentric genius more richly than our 
own, or in which the forces of a scholastic mass-production were 
less highly successful than to-day. 

A day-or two before war broke out Keynes was hurriedly 
summoned for consultation to the Treasury. The immediate 
problem that confronted the Government was whether or not to 
suspend specie payments. A Memorandum by Keynes was 
mainly responsible for convincing Lloyd George, then Chancellor 
of the Exchequer, that it would be best to avoid suspension. 

But apart from this early call, Keynes’ services remained for 
some time unused. He remained in Cambridge, continued to 
lecture, and occupied himself with the writing of two articles. The 
first, War and the Financial System, August 1914, appeared in 
the JouRNAL of September 1914, and, making all allowances for 
the opportunities of an editor, those twenty-seven pages must 
have been written within a very few days after the outbreak of 


war. While it is in the main a narrative, it is such a narrative as 
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could only be written by one who was immediately seized of the 
fundamental issues and in very close touch with the effects of 
events upon particular institutions. The second article, The 
Prospects of Money, November 1914, carried the story farther, 
and discussed particularly the immediate outlook of gold and 
gold reserves; he was already speculating on whether the war 
would lead to some international regulation of exchanges. 

It was inevitable that the call should soon come for Keynes’ 
services. In January 1915 he was invited to join the Treasury, 
to work with Sir George Paish, who was Adviser to the Chancellor 
of the Exchequer and to the Treasury on Financial and Economic 
Questions. While they were concerned with a very wide range 
of problems, Keynes’ responsibilities lay primarily in the field of 
external finance, and particularly inter-Allied finance. The 
system of Allied War Loans, the controls over the use of such 
borrowings, and the whole relationship of the financing of our 
Allies to our own internal problems and to supplies of materials, 
was developed by Keynes. It was his system which was later 
taken over almost bodily by the Americans when they came into 
the war. And it was as arch-creator of this system, designed 
much more with the immediate purpose of rationing the several 
Allies in their claims on a pool of limited resources than to provide 
a record of mutual obligations, that Keynes violently assailed it 
when, after the war, the cancellation of these debts was resisted. 
For, from his special knowledge of the purposes and circumstances 
of the loans he knew well that the accumulations of inter-Allied 
debts reflected neither the inferior war efforts of the debtors, nor 
the greater efforts of the lenders. 

But apart from the problems of inter-Allied finance, Keynes 
was also concerned, in the first war as in the second, with the 
wider problems of external finance, with the problems of obtaining 
particular currencies—a field in which his dexterity became 
legendary—and with the short as well as the longer-term problems 
of achieving a balance of payments. In all this Keynes quickly 
proved himself a master, and his standing in the Treasury rose 
rapidly. He was constantly occupied, in the first war as in the 
second, in major financial negotiations with our Allies, and 
accompanied the Prime Minister, the Chancellor of the Exchequer, 
or the Governor of the Bank of England to numerous conferences 
in Paris and elsewhere; he only at the last moment was detained 
from accompanying Lord Kitchener on his fatal mission to 
Petrograd. In 1917 he received a C.B. (Companion of the Bath)— 
an honour seldom given to a temporary member of the Civil 
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Service; he owed it to the strongest possible pressure from the 
Treasury after he had, as was thought, been improperly excluded. 
And by 1918 he had reached the rank of Acting Principal Clerk 
—the contemporary equivalent of what has more recently been 
known as Assistant Secretary; in the Treasury hierarchy of the 
day only the two Joint Permanent Secretaries were above him. 
Both his standing in the Treasury and his particular knowledge 
of the details of external finance made him a natural choice as 
financial representative of the Treasury at the Peace Conference. 


VI 


His arrival in Paris divides the phase of appre»t'seship and 
academic development from the phase of controversy in which 
Maynard Keynes spent the rest of his life. And mene of those 
controversies is yet sufficiently resolved for us to dogmatise as 
between right and wrong. The mere facts of his share in Versailles 
are quickly told. Keynes, after conducting the first post-armistice 
discussions with the Germans in regard to fsodstuffs and other 
supplies, was in Paris almost continually from January to early 
June 1919. He was there as Deputy for the Chancellor of the 
Exchequer on the Supreme Economic Council, with full powers to 
take decisions. He was one of the British Empire representatives 
on the Financial Commission. He was Chairman of the Inter- 
Allied Financial Delegates in Armistice Negotiations with Ger- 
many. He was principal Treasury Representative in Paris. In’ 
an advisory capacity he was present at meetings of the Council of 
Four—the charge that he was not present at what he described, 
made then and repeated more recently, he refuted in The Times 
of May 24, 1921. When (to quote his own words in the preface 
to The Economic Consequences of the Peace) ‘‘ it became clear that 
hope could no longer be entertained of substantial modification in 
the draft terms of Peace,”’ he resigned and returned to Cambridge, 
and to freedom of speech. 

There was, at the time and later, some uncertainty whether 
Keynes had broken down in health or resigned. In fact, both are 
true. In a letter to his parents on June 1, 1919, he wrote : 

“Partly out of misery for all that’s happening, and partly from pro- 
longed overwork, I gave way last Friday and took to my bed suffering from 
sheer nervous exhaustion. . . . My first idea was to return to England 
immediately, but General Smuts, with whom I’ve been working very 
intimately for changes in their damned Treaty, persuaded me that it was 
my duty to stay on and be available if necessary for the important dis- 


cussions of these present days, declaring that one can only leave the field of 
battle dead. . . . I dragged myself out of bed today to make a final protest 
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before the Reparation Commission against murdering Vienna, and did 
achieve some improvement.” 


Miss Millin, in her book General Smuts (Vol. II, pp. 255-7), 
has given an account of a letter from Keynes to Smuts written 
shortly after the former’s return to London, and prints in extenso 
Smuts’ reply—omitting only the extremely important matter of 
the date. May I quote a few sentences ? 

“ And now as to the future. I think it would be very advisable for you 
as soon as possible to set about writing a clear connected account of what 
the financial and economic clauses of the Treaty actually are and mean, 
and what their probable results will be. It should not be too long, as we 
may want to appeal to the plain man more than to the well informed or the 
specialist.” 

Miss Millin’s account is that Keynes sent an answer (I quote 
her, not him): “intolerable anguish and fury, he explained, 
had compelled him to leave Paris. He could do at any time, 
and speedily, what General Smuts proposed, for he had it clear in 
his mind, and it only needed putting on paper.” 

Such, according to Miss Millin, deriving her knowledge pre- 
sumably from Smuts and Smuts’ papers, was the origin of the 
book. Though I know of no evidence, either from Keynes’ 
papers or from what he has said to me or others, to verify this 
from Keynes’ side, I have no reasons for doubting Miss Millin’s 
account in its essentials. At the time Keynes clearly regarded 
General Smuts as one of his few allies in high places in a fight for 

‘sanity. Miss Millin suggests that Smuts would have gone con- 
siderably less far in deriding the Big Four or in de-bunking the 
Peace. But maybe while Keynes was primarily concerned with 
stating uncompromisingly what he believed to be the essentials 
of abstract justice, Smuts was more worried about the problems 
of statesmanship and politics involved in setting the world straight. 

Freedom of speech took first the form of a course of lectures 
delivered in Cambridge during the Michaelmas term of 1919 
entitled ‘‘ Economic Aspects of the Peace Treaty.’’ My principal 
memory of them is of the dense throng and the fight to find even 
standing room, for everyone was prepared to cut anything to hear 
Keynes; I was then a classic, and was duly reprimanded by my 
tutor for surprising lacunae in my knowledge of Cicero’s Letters. 
But almost equally vivid is my memoiy of the burning sense of 
the world’s stupidities which animated the lecturer. Those 
lectures appeared in a variant form at the end of December 1919 
as The Economic Consequences of the Peace, and the world shared 
our excitement. 

The reception of the book was at first surprisingly favourable, 
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even if one may suspect that many of the reviewers, as well as of 
the readers, were more interested in Clemenceau’s grey gloves 
than in the economic consequences of Versailles. But it was not 
solely a joy in political strip-tease which moved the reviewers. 
Very many of them, both in England and in America, showed a 
far greater capacity to comprehend the issues and to appreciate 
the strength of the arguments than one might expect in their 
successors of a quarter of a century later. 

The first powerful counterblast came in a very long and full 
review in The Times on Monday, January 5, 1920. If the salt of 
Keynes’ attack on nonsense at Versailles was to be found in the 
pungent portraits which he drew of the “‘ Big Four,” The Times 
returned blow for blow : 


* How came it, they may ask, that the man who could write the pages of 
incisive portraiture, not to say caricature, that fill the chapter on “‘ The 
Conference,” came to hold the position of technical adviser to one of the 
most technical Departments of State? How, unless his bias had been 
throughout akin to that of the conscientious objector, could he place the Allies 
persistently on the same moral level as Germany in regard to the war?.. . 
Indeed one of the most striking features of Mr. Keynes’ book is the political 
inexperience, not to say ingenuousness, which it reveals. Yet he sits in 
judgment upon and condemns severely, as statesmen and as men, the French 
and British Prime Ministers and the American President. He draws portraits 
of them in which only those who know his subjects more intimately can 
distinguish the true from the false . . . Mr. Keynes may be a “clever” 
economist. He may have been a useful Treasury official. But in writing 
this book, he has rendered the Allies a disservice for which their enemies will, 
doubtless, be grateful.” 


The Times having roared, a few—but surprisingly few—jackals 
_ fell in behind. Nevertheless the charge that he was pro-German, 
when in reality he was primarily pro-English and pro-World, 
attached to Keynes. 

Among all the contemporary reviews, I find that by D. H. 
Robertson in the Economic JourNAL of March 1920 by far the 
most penetrating. There are two passages in that review which 
_are in » sense as prophetic as anything which Keynes himself had 
written : 


“The incompatibility of the policies of crushing Germany’s economic 
life and of tapping her for indemnities is frequently put forward, by those 
whose minds have a tilt in that direction, as an argument for doing neither. 
But clearly such an argument is invalid; the policy of the Carthaginian 
peace is not necessarily wrong-headed because it may prove disappointing 
to the givers of election pledges or even to the holders of just claims. Mr. 
Keynes in an illuminating passage hints at the comparative indifference of 
M. Clemenceau to matters of reparation; and by nothing which has been 
said hitherto is the Clemenceau attitude, which Mr. Keynes states with 
great detachment, proved in itself illogical and absurd. To understead 
his own opinion, that it “‘ is not practically right or possible,”’ it is necessary 
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to look at the general basis of his economic philosophy as set forth in his 
Chapter II (‘‘ Europe before the War ”) and in scattered passages elsewhere 
throughout the work.” 


Mr. Robertson was, I am convinced, right in seeing that the 
book was rooted in Keynes’ philosophical view of the funda- 
mental nature of the European economy. First, despite its 
successful weathering of the war, it was a “ delicate organisation ”’ 
(the first words with which Keynes opens his description). Its 
restoration was therefore the easier the less it was mutilated and 
changed, and the fewer the problems of adaptation enforced upon 
it. Second, while before 1914 (in Keynes’ words) “the inter- 
ference of frontiers and of tariffs was reduced to a minimum ” 
and “the various currencies, which were all maintained on a 
stabie basis in relation to gold and to one another, facilitated 
the easy flow of capital and of trade to an extent the full value of 
which we only realise now, when we are deprived of its advan- 
tages,” and again “over this great area there was an almost 
absolute security of property and person,” nevertheless the 
existence and whereabouts of frontiers are to be regarded as a 
matter of first importance. Mr. Robertson’s comments go so 
deep to the roots not only of the matters then at issue, but also of 
much of Keynes’ subsequent work, that I must quote him in 
extenso : 


* Now the startling thing about this analysis of the economic structure 
of Europe is that it is in some respects very different from, and indeed 
diametrically opposed to, that of pre-war optimistic, free-trade, pacific 
philosophy, and resembles much more nearly that upon which, consciously 
or unconsciously, the edifices of protectionism, militarism and imperialism are 
reared (question-begging words must be used for brevity’s sake). To begin 
with, political frontiers are not, in Mr. Keynes’ view, economically un- 
important, but charged with significance, especially if they be multiplied. 
The transfer of a province from one sovereignty to another is not an economic 
irrelevance; Governments do seek to impose barriers and prohibitions and 
confiscations of private property, and they can enforce them. Secondly, 
the international division of labour between Europe and the rest of the 
world is not, as by our fathers, hailed as an unquestionable dispensation of 
Providence, but is seen to be fraught with peril and instability. The ‘ devil’ 
of Malthus is unchained, and reminds us that the mouths are many and the 
loaves and the empty spaces few. Generalities about the interdependence of 
nations are not allowed to veil the prospect of France and Italy and Northern 
Europe jostling against one another and against Germany in a rational 
solicitude to obtain the lion’s share of a coal supply which will not suffice for 
all. Tho difficulty of obtaining an indemnity from Germany in non-competi- 
tive goods becomes not a mere argumentum ad hominem to cajole and fog the 
suspicious British manufacturer, but a signal that the dominant interests 
of Britain and Germany are competitive rather than co-operative. The two 
countries are pictured as competing for limited iron and steel markets, for 
inexpansive supplies of cotton and wool, for the exhaustible sheaves of 
America and Russia—a very different picture from the familiar pre-war 
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one of two complementary countries, which was a picture based on the 
extent of the trade between them, and giving insufficient attention to its 
nature. 

** How, then, does Mr. Keynes, starting from premises which would seem 
to point to the conclusions of a Chamberlain or even a Cato, arrive at such 
opposite results? The answer would seem to lie in two words—organisation 
and psychology. As regards organisation, his doctrine seems to be this: 
‘If being a European is such a chancy business at best, let us not make it: 
worse by flying at each other’s throats. If coal is short, let us be reasonable 
and distribute it properly. If productivity is low as compared with needs, 
let us not lower it still further by tariffs and trade wars, and the destruction, 
from nationalist motives, of such organisation as exists.’ He objects to the 
economic provisions of the Treaty because they strike at the existing methods 
of organisation of an impoverished Europe, which has no strength and no 
present breathing-space to improvise new ones.” 


Time has, I would suggest, gone far to vindicate Keynes’ view 
that frontiers are supremely important, and that the problems of 
transfer across frontiers are swi generis, essentially different, both 
in character and in the possibility of changes in quantity, from the 
problems of supply and redistribution within a country. But I 
think we should now, many of us, feel less certain of the other 
underlying implication of Keynes’ thought at this time—that, 
since the organisation of Europe was delicate and resistant to 
change, it was therefore best to seek to return to the status of 
1913. That would imply that the real changes of the war, the loss 
of man-power in all countries, the loss of foreign assets and 
markets in the case of Britain, were negligible as compared with 
the greater forces at work, and did not make a return to 1913 
as impossible of achievement as some other objective. 

The more powerful indictment of Keynes’ position has come 
more recently, and, as might have been expected, from a French- 
man. In his book The Carthaginian Peace or the Economic Con- 
sequences of Mr. Keynes, Etienne Mantoux has asked the question 
that in some form or other we have all asked ourselves during the 
war: If our treatment of Germany in 1919 had been different, 
could we have escaped 1939? The gravamen of Mantoux’s 
charge is that Maynard Keynes’ de-bunking of the peace-makers 
was the source of all subsequent evil. The peace was to be looked 
at as aunity. Woodrow Wilson, both in his Fourteen Points and 
in subsequent negotiations, made self-determination supreme over 
the balance of power. Such a fundamental change was untenable 
save on the condition of American willingness to underwrite the 
security of France. When American willingness was in the 
balance, Keynes made both the peace and the peace-makers a 
laughing-stock, gave impulse to American desires to be rid of 
European entanglements, and effectively destroyed the whole 
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security system. From that moment on, in Mantoux’s view, 
both the re-emergence of Germany and the impossibility in such 
an event of saving Wilson’s newly created States in Central 
Europe were inescapable, as Foch had pointed out in 1919. 

One would like to have heard Keynes’ own rejoinder to Man- 
toux, for the charge was not wholly new, and he must already have 
considered it in his mind; Winston Churchill, in The World Crisis, 
had argued that Keynes’ political judgment was in 1919 greatly 
inferior to his economic judgmert. I cannot pretend to know 
what Keynes would have answered. He had certainly said more 
than once in my hearing during the last war that the fault of 
Versailles was that it had failed either to be sufficiently Cartha- 
ginian or sufficiently liberal. And he would certainly not have 
accepted any suggestion that the world that emerged from 
Versailles was the world that he was seeking to create. Would a 
world in which the full rigours of the reparations clauses were 
retained in all their unachievable nonsense have proved a better 
world? Could the Allies, in Keynes’ silence, have retained a 
unanimity of passion to destroy Germany economically? Would 
public opinion in America, Britain and other countries have 
tolerated the human consequences of an attempt to destroy 
Germany economically? Would the logic of events not have 
brought us sooner or later, and with even worse hatreds engen- 
dered meanwhile, to the same destination to which we came ? 
Did Keynes alter the shape of things, or merely make us face the 
ineluctable facts a little earlier ? 

If we concern ourselves only with matters of timing, it would 
seem almost impossible that The Economic Consequences of the 
Peace should have been a primary cause of all that followed. 
The discussions of the Treaty in the Foreign Relations Committee 
of the U.S. Senate began late in July 1919. The first and second 
Reports of the Foreign Relations Committee, which proposed 
fundamental anendments and reservations which would have 
effectively destroyed the possibilities of the United States playing 
the part in Europe that the French would have wished, were 
presented in September and November 1919. Wilson’s un- 
successful tour to win support for the Treaty began early in 
September, and his illness followed immediately after. Uncondi- 
tional ratification was defeated in the Senate in November. All 
these events preceded the publication of the book. It played 
some part, it is true, in the events of February and March 1920, 
when further attempts to reach agreement came to nothing. And 
by then it was already abundantly clear that the United States 
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would ratify only with far-reaching reservations, if at all; and 
in all this it was the Covenant of the League, rather than the 
muddles of reparations, which were the predominant consideration. 

For an understanding of Maynard Keynes’ attitude to these 
issues one must, I think, go back to certain fundamentals in his 
intellectual make-up. He was—though it is difficult for those who 
remember him primarily in the réle of Cassandra to bear it in 
mind—profoundly an optimist and profoundly an idealist. He 
was an optimist in the sense that he believed that very many of 
the world’s evils were remediable, if only the obstacles of human 
stupidity could be removed ; he hated stupidity not only with the 
esthetic hate of one who sees in it a form of ugliness, but with 
the passionate, emotional hatred of one who believed that it was 
depriving the human race of so much that was most valuable. He 
was an idealist in the sense that it mattered to him deeply and 
immediately what was the fate of mankind; he was not prepared 
to tolerate wrong in the present in the belief that it might ulti- 
mately be mitigated. From beneath a Georgian skin there peeped 
out from time to time an almost Victorian sense of moral purpose 
and obligation; neither Eton, nor Cambridge, nor Bloomsbury 
had obliterated wholly his heritage from generations of Keyneses 
and Browns. And in all this Maynard Keynes was distinguished 
fundamentally, on the one hand from the cynicism that insensibly 
permeates the thinking of any but the most pachydermatous of 
civil servants, on the other hand from the flippancy which had 
affected so many of the Georgians. The civil servant, regarding 
international negotiation as an ever-continuing process of give and 
take, is apt to think his purpose achieved if in winning his prime 
objectives he has not yielded too much on secondary objectives : 
if to-day’s solution is nonsense, it represents, none the less, the 
best that is achievable to-day; to-morrow will demonstrate 
to the world that he was right and others wrong, and thus to- 
morrow he can really get right what the world is not ready to put 
right to-day. It was fatally easy so to regard the problems of 
peace-making : frontiers are difficult to change, let us aim first 
to get the best solution of frontier problems; reparations are 
easy to change, if the world is not ripe for a sensible solution let 
us have a nonsense solution and leave it to time to get it right; 
« thoroughly bad and utterly unworkable plan may even be pre- 
ferable for the moment to a moderately bad and almost workable 
plan. Keynes would never admit the initial hypothesis of the 
civil servant—that public opinion that made policies possible or 
impossible was itself immutable and impervious to reason. The 
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dramatic swing of public opinion, largely the result of Keynes’ 
own writings, was to demonstrate his rightness in this view. 

He was equally removed from the flippancy of the Georgians. 
It would have been easy for him, as for them, to have escaped 
from the whole confusion of political muddle-headedness and of 
time-serving defeatism by retreating into the exercises of the 
intellect, into the arcana of mathematical philosophy, or of the pure 
theories of economics. It was his passionate care for the fate of 
his fellow men and his sense that economics shorn of the underlying 
realities is void that forbade such an escape. 

And it was this Victorian element of moral purpose which 
contributed not a little to the influence that he exercised, then and 
later, over his colleagues and pupils. If one pursued as his 
devoted adherent the solution of reparations, or currency reform, 
or full employment, it was because he had fired one, not merely 
with the thrill of the intellectual’s chase of knowledge, but with a 
powerful conviction that thus only could the evils of the world 
be mitigated. It is a witness to the sense of purpose with which 
he infected us that, despite his almost notorious facility for 
improvising new solutions, I am not aware that any who came 
under his influence ever for a moment suspected him of being 
himself under the spell of that nonsense syllogism that has so 
much bemused economics in recent years: I want to be a great 
man; Lord Keynes is a great man; Lord Keynes always says 
something that appears to be paradoxical nonsense; therefore 
I must discover something that is paradoxical nonsense and say it. 
Truth is too delicate a fabric to be best produced as a by-product 
of intellectual vanity ; it is those who care for truth who are most 
likely to find it. 


VII 


From 1919 onwards Keynes never returned to the full load of 
teaching that he had borne in Cambridge before the war. Younger 
men, many of them his pupils, were becoming available to carry 
the routine lecturing. Keynes’ own share was a very limited 
amount of lecturing—seldom more than some eight, remarkably 
inspiring, lectures in any one year, concerned with problems at 
which he was himself working—the supervision, in the Cambridge 
sense of weekly essays, of some few of the best undergraduates 
doing economics at King’s, and his Political Economy Club. 

During those early post-war years it was through the Club 
that Keynes’ influence was widest and most powerful. It was 
essentially an undergraduate club. Dons, both economists and 
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others who, like Richard Braithwaite or Frank Ramsey, were 
interested in kindred problems, might come. If Keynes had a 
visitor, more particularly a visitor from abroad, he would bring 
him. But the papers in nine cases out of ten would be read by 
undergraduates or young research workers—in those days 
researchers in economics were few, their distinction from under- 
graduates unimportant, and the Ph.D. unknown. To the under- 
graduate of the early twenties, I can say from experience, Keynes’ 
club was fascinating but alarming. Fascinating because here one 
heard Keynes, a large part of the Faculty, and all the best of 
one’s rivals discussing in realistic detail all the real and most 
urgent problems of the world. Alarming because if one read a 
paper one was likely to find one’s undergraduate efforts (I speak 
from painful memory) being dissected by a visiting Mr. Hawtrey, 
destroyed by the full power of Frank Ramsey’s dialectical analysis, 
and when one had maintained one’s position to the best of one’s 
ability for some three hours, Keynes would sum up in friendly but 
utterly devastating fashion—TI learned a certain sympathy with 
the prisoner waiting for the judge’s black cap. Alarming also 
because if it was not one’s turn to read the paper, one must draw 
a number from the hand of the Secretary, and take one’s turn on 
the hearthrug to discuss a paper on a subject about which one 
might well feel an embarrassing ignorance in the presence of some 
of the most critical minds of Europe. But a wonderful training, 
because in Keynes’ presence there were certain forms of nonsense 
that one did not enjoy perpetrating once, and remembered for 
life not to perpetrate a second time. 

Through his Club, Keynes knew intimately right down to his 
ilmess in 1937 all the best of each generation of Cambridge 
economists, and exercised a more personal influence upon them 
than anyone else. The very great influence of Professor Pigou 
on the whole technique of Cambridge economic thought in our 
generation was of a rather different character—exercised less 
personally and more through his writings and lectures. And 
through the Club we insensibly acquired certain elements in 
Keynes’ own approach to the problems of economics. In the 
early years his interests were almost wholly in the practical 
problems of economic policy. I can remember very few papers 
on purely theoretical issues, though we covered a very wide range 
of questions. The choice was mainly our own, made in consulta- 
tion with the undergraduate Secretary, but our tastes were in 
some measure the consequence of his. 

My recollections of Keynes in the early twenties are of a 
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formidable, and at moments somewhat intolerant, personality. 
But we were his allies contra mundum. We could only be effective 
allies if we learned to eschew nonsense. None of us would willingly 
talk nonsense in his presence. But if he was intolerant of non- 
sense, he was, nevertheless, eclectic in his dislikes of nonsense. In 
the young, and even more in the not-so-young, he particularly 
disliked some sorts of pretentious nonsense. On the other hand, 
he could sometimes be surprisingly tolerant of honest stupidity. 
I well remember, two or three years later, when I had begun to 
teach, murmuring after a meeting a word of apology for what 
I had regarded as a somewhat imbecile performance by one of my 
pupils; Keynes’ rejoinder was: “I enjoyed it; he said exactly 
what eighty out of every hundred Englishmen are thinking.” 

The slight intolerance of those early post-war years dis- 
appeared, I think, rapidly as time went on—it is difficult in 
retrospect to disentangle what were changes in Keynes himself 
from what were changes in the awe that he inspired in the rest of 
us. I believe it would be true to say that in those early years he 
had not yet fully achieved the ease and confidence which sub- 
sequent recognition of his abilities gave to him. But certainly he 
seemed to mellow over the later twenties, and became the easy 
and friendly person that later generations of undergraduates have 
known. George Wansbrough, who was a pupil of Keynes at 
King’s in this later period, gave in The Times of April 26, 1946, a 
happy picture of Keynes, seen as a superviscr : 

“In the middle twenties Lord Keynes was known to the general public 
chiefly as a merciless critic of the—only too plentiful—economic errors and 
follies of the financial and political leaders of the period. Nothing could have 
been more unlike the persona than the man as his pupils at Cambridge knew 
him. It was to be expected that he should be tolerant of the youthful 
shortcomings of his better pupils; but he was not less merciful to the failings 
which would have provoked other teachers’ fierce and wounding criticism. 
Stupidity, pomposity and pretentiousness are no monopoly of the old; 
but even with undergraduates who had no claim-to intellectual distinction 
Keynes dealt with such faults with a kindly restraint which was in marked 
contrast not only to the practice of other brilliant dons but also to the 


scathing savagery which he showed to similar failings on the part of leading 
figures. Truly he was a great teacher.” 


All of those who came in touch with him as undergraduates in 
those days will have their own personal memories of his extra- 
ordinary kindness in helping them. I myself have two vivid 
memories. The first is of his kindness when I made a first 
appearance at his Club as reader of a paper. I was not a King’s 
man, and was feeling considerably over-awed in the great man’s 
presence. The second is of the trouble he took with me, neither 
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his pupil nor of his college, when I developed a stye just before 
the Tripos, sending me to thé right doctor and the right oculist, 
and taking infinite pains to see that I should not be handicapped 
by it. 

But there was, curiously, another side to Keynes. I have said 
that he hated stupidity, not only with esthetic but also with a 
moral hatred: stupidity prevented the accomplishment of what 
was best for the world. And it was for this reason, I think, that 
Keynes, even to the end of his life, did not possess the power of 
living in wholly amicable disagreement with those whose views on 
essentials differed from his own. Many of those who were at one 
time .his close friends found themselves, because their views and 
his diverged, for a time at least his enemies. In many cases the 
enmity was short-lived. Some of his earliest opponents—among 
them Lloyd-George and Winston Churchill—became later his 
friends and allies. And Keynes was always one who, in retrospect, 
appreciated redoubtable opponents above ineffectual allies. Others 
lingered unhappily in antagonism. 

His rare lectures and the Political Economy Club did not 
exhaust Keynes’ contribution to Cambridge life. Ordinarily in 
the 1920’s he spent three days in the week in Cambridge—Satur- 
day, Sunday and Monday. But into those three days he managed 
to crowd as much work as most men did in a week. He became 
Second Bursar of King’s in 1919. From 1924 to the end of his 
life he was First Bursar, and over those years carried a heavy 
responsibility for the finances of his college. The remarkable 
success with which he handled the college finances, as also his own, 
is well known. He left King’s with financial resources to match, 
almost for the first time, its great architectural and intellectual 
heritage. 

Apart from his services to King’s, he played an important part 
also in the affairs of the University, occasionally in matters of 
university finance, where his criticism and advice were valued ; 
more continuously on the Faculty Board of Economics and 
Politics, of which for a short period he was chairman, and in whose 
counsels he always played a leading part. The recent establish- 
ment of a Department of Applied Economics in the University for 
statistical and other applied research was largely due to his efforts. 

Great as were his services to Cambridge over these years, from 
1920 onwards Cambridge could not provide a sufficient outlet for 
his activities. The days in each week that were devoted to 
London covered a range of activity even greater than the days at 
Cambridge. 








30 THE ECONOMIC JOURNAL [MARCH 


He had continued during the years 1914-18 to act as Editor of 
the Economic JouRNAL, but when his responsibilities at the 
Treasury greatly increased, Edgeworth, as Chairman of the Edi- 
torial Board, helped to carry a share of the load. After the war, 
in 1919, Edgeworth was formally made joint editor; in 1926 
D. H. Macgregor took over from Edgeworth; and in 1934 I, in 
turn, this time as assistant editor, succeeded to Macgregor. The 
existence of a second editor somewhat lightened Keynes’ respon- 
sibilities. Both Macgregor and I were successively responsible for 
the reviewing of books and for the preparation of the somewhat 
laborious back pages of the JouRNAL. From the time of his 
illness, 1937-8, I managed to persuade him to devolve upon me 
the whoie of the more mechanical tasks of seeing the JouRNAL 
through the Press. But as regards the all-important articles, 
Keynes, even during his illness, was never for a moment anything 
but the effective editor. 

As an editor he was always prepared to take infinite trouble 
if he thought a manuscript had the germ of something valuable 
_in it. I know of many cases in which Keynes’ help and kindness 
gave a young man just the start that was necessary, and produced 
an article that did credit both to the author and to the JoURNAL 
out of material that many editors would have rejected—not 
infrequently out of material that other less discerning editors 
had already rejected. In the case of articles outside his own 
special knowledge, he would on occasion ask the help and advice 
of his friends, and particularly that of Clapham and Pigou. But 
the ultimate decision was always his own. The process of 
improving manuscripts cost him much time and labour. He would 
often write very long and detailed criticisms and suggestions to 
the authors, and in the end it was difficult sometimes for even 
the author to know how much of what was printed was his own 
and how much the article owed to Keynes’ suggestions. 

The work of the Economic JouRNAL pursued him wherever 
he might be—in Cambridge, in London, in later years at Tilton, 
even around the world. He carried large masses of material about 
with him, and devoted his odd moments to it. In Cambridge in 
my own time the main decisions as to what was to go in, who was 
to be asked to write certain things, and the general exchange of 
information and views which a divided editorship involves, were 
apt to be made on Sunday mornings. Even before his illness he 
always preferred to do a morning’s work in bed before getting up, 
and my picture will always be of him sitting propped up in bed 
by many pillows, either in his room in King’s or later in his flat 
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in St. Edward’s Passage, a bed-table half across the bed, books, 
manuscripts, the Sunday papers scattered about the bed, and on 
chairs or tables by his bed-side. And (here I am anticipating) 
after his illness Lydia forms an essential part of the picture, letting 
me in, giving me a ration of time, slipping in and out, and chasing 
me out when, despite my best, endeavours to fulfil her orders, 
Maynard had kept me gossiping beyond the permitted hour. 

In writing of Keynes as editor I have inevitably run far ahead 
of the years. In the 1920’s the Journat filled only a fraction 
of the time that he was in London. There were two—or maybe 
three—other main calls on his time besides economics: his 
business interests; writing and speaking on the current economic 
issues of the day; his literary and other pursuits. May I take 
them in turn ? 

Keynes’ principal business interest in the early post-war 
years was the National Mutual Insurance Company, of which he 
became Chairman in 1921; among his fellow-directors were his 
old friends Walter Layton and O. T. Falk. Both to the problems 
of insurance and of investment Keynes devoted a great deal of 
thought. His theories of investment were neither orthodox nor 
always acceptable to more conservative minds. His speeches to 
the Annual Meeting of the Company were often used by him as 
an opportunity for discussion both of the general economic situa- 
tion and the particular problems of investment. Largely under 
Keynes’ influence, the National Mutual led the way in increasing 
the proportion of equities and industrial shares generally that it 
was thought proper for such organisations to hold. Around 
Keynes’ theories of investment there have from time to time been 
acute controversies. As to his flair for investment there can be 
no doubt. The prosperity of the National Mutual, of his college, 
of the Royal Economic Society, of his own finances, all bear ample 
witness. 

At a later date he became for a time director also of the 
Independent Investment Company, originally founded to exploit 
certain new theories of investment which he had helped to 
develop, and in later years of the Provincial Insurance Company. 

A quite different type of interest was represented by his 
chairmanship of the Nation and Atheneum weekly newspaper, 
and later by his directorship of the combined New Statesman 
and Nation. At the Annual Conference of the Liberal Party in 
1922 the view had been put forward that there was need for a 
first-rate Liberal weekly. The Nation and Atheneum, despite 
Massingham’s brilliant editing, was financially in low water. A 
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group of Liberals acquired it; Maynard Keynes became chairman 
and Hubert Henderson editor. For some years Keynes took 
much more than a paternal interest in it. He contributed not 
only over his signature, but occasionally (a thing he did nowhere 
else) anonymously. And at least on one occasion he took over the 
editorship for a short while when Hubert Henderson was on 
holiday. The task of identifying Keynes’ writings in the old 
Nation is not yet complete. It is the more difficult since much 
that represented also Keynes’ way of thinking at that time is as 
likely to have come from Hubert Henderson’s pungent pen as from 
his own. 

In later days his relationship to the combined New Statesman 
and Nation was much more passive. He was content to leave to 
Kingsley Martin almost the complete responsibility, seeking to 
exercise no control or censorship, and even at one critical moment 
just before the outbreak of war differing in essentials from the 
editor. 

To turn, secondly, to his activities and writing on current 
economic issues. The underlying theme of The Economic Con- 
sequences of the Peace had been the urgency and the difficulty of 
reconstructing Europe. Over the next years that was the issue to 
which Keynes was devoting most of his thought. The problems 
were many: a satisfactory reparations settlement; the internal 
problems of the loads of debt, and closely related to it the prac- 
ticable price levels of the different countries; and closely related 
to the latter, the re-establishment of a satisfactory system of 
exchange rates, and the levels at which the various countries 
could hope to stabilise. 

Those were the principal issues. Keynes attacked each of the 
problems in turn. And over the next few years he was prolific 
of writing which, essentially ephemeral in intention, has, never- 
theless, a more lasting interest in the development of economic 
thought in the field of monetary and trade problems. Of his 
books, The Revision of the Treaty in 1922 carried on and brought 
up to date his indictment of reparation policy, and A T'ract on 
Monetary Reform in 1923 was his first post-war book on the wider 
issues of the value of money, the exchange rates and the merits 
of devaluation. Once more Keynes was ahead of his time. 
Devaluation was as inevitable as a scaling down of reparations ; 
the political difficulties were immense; in a world which regards 
the flexibilities of Bretton Woods as a modern strait-jacket, it is 
difficult to recapture in retrospect the sanctity of the pre-1914 
rates. But my recollection is that we who were then his pupils 
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thought of the T'ract as a volume which did little more than 
conveniently bring together ideas which he had for some time been 
disseminating. 

The most important outlet for his views on European recon- 
struction was the series of special supplements of the Manchester 
Guardian Commercial Supplement, entitled Reconstruction in 
Europe, which appeared under Keynes’ general editorship from 
April 20, 1922 to January 4, 1923. They were of great con- 
temporary importance; first, because they provided a forum in 
which Keynes, Cassel, and others who were trying to work out 
the underlying economic principles were publishing much of their 
thought; second, because—a triumph for Keynes’ editing—the 
real experts from all over Europe in the different fields of industry, 
finance, commerce and the like were here engaged, if not 
always in co-operative thinking, at least in sharing a single cover— 
for contributors included Prime Ministers, Finance Ministers, 
heads of National Banks, heads of great international industrial 
and commercial concerns, as well as the world experts in popula- 
tion, transport, exchange operation, whatever it might be. 
Keynes’ principal contributions to them included essays on 
currency stabilisation, on purchasing-power parity, on the forward 
market in exchanges, on the Geneva Conference, on Russia, on 
inflation as a method of taxation, on the social consequences of 
changes in the value of money, on population, on the possibilities 
of a settlement of reparations, on speculation in the German 
mark and a final conclusion and summary on the underlying 
principles of European reconstruction. Thus in many ways the 
Tract was no more than a further statement of ideas that he had 
already here traversed. 

Apart from his contributions to the Manchester Guardian 
Supplements, Keynes was writing or influencing writing elsewhere. 
He contributed over these years a large number of articles to the 
Manchester Guardian on various questions, mainly related in the 
earlier years to reparations; he attended the Genoa Conference 
in 1922, and contributed a series of brilliant articles on it to the 
Manchester Guardian. 

By 1925 by far the greatest outstanding monetary problem of 
Europe was the future of the pound. Already, in the T'ract on 
Monetary Reform, Keynes had made clear his view that Britain’s 
right policy was to aim first at a stable internal price level, 
eschewing deflation and wage and income reductions at all costs, 
and to follow a policy of short-period but not long-period stabilisa- 


tion of exchange rates (in his scheme of stabilisation the Bank of 
No. 225—von. LvII. D 
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England was to have a temporarily fixed, but variable, buying 
price for gold comparable to its temporarily fixed but variable 
discount rate). Meanwhile there was increasing pressure to 
implement the Report of the Cunliffe Committee, which had 
recommended in 1918-19 deflation and a return to gold at the pre- 
war parity. For many months in the early part of 1925 the 
papers were overwhelmed by a spate of articles, letters and 
reports of discussions on the wisdom or folly of returning to the 
gold standard, with Keynes, or what Keynes had said, was 
believed to have said, or should not have said, a principal ingre- 
dient in every argument. In his Budget Speech of 1925 Winston 
Churchill, by now Chancellor of the Exchequer, announced that 
the embargo on the export of gold would not be renewed after its 
expiry on December 31, 1925, that meanwhile the Bank of 
Engiand had been given a general licence to deliver gold for export 
against any form of legal tender, as from April 18, and that a bill 
would be introduced to place the Bank of England under obliga- 
tion to sell gold bullion at a fixed price equivalent to a return to 
the gold standard at the pre-war parity. 

Keynes retorted with The Economic Consequences of Mr. 
Churchill, in which he depicted the likely consequences to British 
trade, employment and industrial relations of a policy which he 
declared to represent an improvement of 10% in exchange by 
means which involved a reduction of two shillings in the pound of 
wages and other costs, and an increase of £1,000 millions in the 
wealth of rentiers. In particular he picked out the coal industry 
as the principal victim-to-be. The disaster to that industry in 
1925 and the strike of 1926, even if other causes contributed, 
provided a strong prima facie confirmation of his diagnosis. 

With Britain’s return to the gold standard the pattern of 
European reconstruction came near completion. True there were 
certain major unsettled problems. In reparations the hard logic 
of events was gradually, through one adjustment after another, 
reducing nonsense towards sense. Inter-allied debts were still 
unsettled. And in all this the achievement fell very far short of 
the ideals that Keynes had set for himself and the world. Never- 
theless, the year 1925 divides broadly the years of reconstruction 
from the subsequent phases both of European economic history 
and of Keynes’ personal life. 

And I think the year 1925 was significant in Maynard Keynes’ 
own life in another very important sense. On August 4, 1925, 
he married Lydia Lopokova, brought up in the Imperial Ballet 
School at St. Petersburg, great dancer and even greater per- 
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sonality—as remarkable in her world as Maynard in his. No 
ordinary woman could have provided as she did the perfect 
partner to Maynard. Lydia, herself a great authority, assured in 
her judgment in those arts in which her knowledge and experience 
were supreme, never attempted to rival Maynard in those other 
arts that were comp]_tely his.. And it was under Lydia’s hand 
that the passionate missionary of the twenties gradually mellowed 
and grew first into the scholar and creative thinker of the thirties 
and then into the philosopher and statesman of the forties. 


Vill 

If Maynard Keyues had died in 1925 it would have been 
difficult for those who knew intimately the power and originality 
of his mind to have convinced those who had not known him of the 
full measure of Keynes’ ability. In the twenties we who were 
his pupils of the younger generation in Cambridge thought of 
him, indeed I suspect that he thought of himself, primarily as 
one who had in unusual degree the capacity to apply to the 
economic problems of the day the corpus of economic thinking 
which he had inherited from ‘">rshall. There is more than a 


grain of introspection in the words of intz=c“.. ‘on that he wrote 
for the small Cambridge Economic Hanc’ ,; in 1922 he was 
saying : 


“Before Adam Smith this apparatus of thought scarcely existed. 

Between his time and this it has been greatly enlarged and improved... . 
It is not complete yet, but important improvements in its elements are 
becoming rare. The main task of the professional economist now consists, 
either in obtaining a wide knowledge of relevant facts and exercising skill 
in the application of economics to them, or, in expounding the elements 
of his method in a lucid, accurate, and illuminating way, so that, through his 
instruction, the number of those who can think for the-wselves may be 
increased.” 

Above all, we thought of him as the perfect example of the 
thesis that in economics what can be thought clearly can be said 
clearly. In the twenties, it is true, he had made minor improve- 
ments to Cassel’s now v7 ‘ashionable purchasing-power-parity 
theory of the exchange. but his exposition of the factors deter- 
mining the value of money owed obvious debts to Marshall and to 
Irving Fisher. 

It is difficult to say precisely where in time begins the develop- 
ment that was ultimately to give Keynes high claims to be 
included among those who have made the most original contribu- 
tions to economic thought. I think it is most convenient, though 
not necessarily most accurate, to begin from 1925, when the 
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problems of unemployment began to succeed to the problems of 
financial reconstruction for priority both in practical urgency and 
in Keynes’ attention. 

More important from the point of view of the development of 
Keynes’ analytical thinking, the beginning of 1926 saw the 
publication of D. H. Robertson’s Banking Policy and Price Level, 
at which he had been working during 1925. That book was the 
first to bring home to us in Cambridge (I recognise that we may in 
importan. respects have been insular, isolated and behind the 
times) two things that were fundamental to all the subsequent work 
on monetary and employment theory : first, the essential distinc- 
tion between the act of saving and the act of investment; second, 
the essential interconnections between what hitherto we had 
regarded as monetary phenomena—variations in the velocity of 
circulation, or in the desire to hold money, or in the real value of 
the current income stream—and the process of saving. 

The tightness or wrongness of Mr. Robertson’s 1926 thinking 
is not here at issue; in many respects, I believe, his own thinking 
has since then been modified. The important thing is that in the 
process of writing it he had forced not only himself, but also 
Keynes, to re-examine a number of the fundamentals of monetary 
theory. He has stressed in his introduction the extent of this 
co-operative thinking : 

‘“T have had so many discussions with Mr. J. M. Keynes on the subject- 
matter of Chapters V and VI, and have re-written them so drastically at his 
suggestion, that I think neither of us knows how much of the ideas therein 
contained is his and how much is mine.” 

Apart from Mr. Robertson, it was probably Wicksell who 
exercised most influence on these early stages of Keynes’ thought. 
Keynes was mainly instrumental in securing the translation of 
Geldzins und Giiterpreise into English and its publication by the 
Royal Economic Society. In the T'reatise he makes considerable 
use of Wicksell’s ideas, and if he later abandoned them, it was 
with a consciousness of having advanced with their aid. But 
apart from Wicksell his debts to writers outside the English 
language were inconsiderable. He read German indeed, but not 
with great facility, and he said on one occasion that he had never 
comprehended through the medium of German an idea that was 
new to him. 

While there is little doubt that 1925 had seen the first planting 
of the seeds of certain new ideas in Keynes’ mind, it was some 
time before they germinated and bore fruit. The years 1926-8 are 
in retrospect, and measured by Keynes’ own standards, relatively 
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barren of academic output, though certainly not of activity or 
thought. We find him concerned with many of the after-effects 
of the return to gold—the embargo on foreign lending, the failure, 
implicit in the terms on which the general strike and the coal 
strike were settled, to implement the declared policy of deflation 
and wage reduction—as well as with more general problems of the 
treatment of monopolies, and programmes of national develop- 
ment. He was an active member of the group of Liberals which 
produced in 1928 the Liberal Industrial Inquiry under the title of 
Britain’s Industrial Future, and several chapters in it were mainly 
drafted by him. Included in his other writings in this period are 
his attempts to shift the Liberal Party from its traditions of 
laissez-faire and to steer it down a middle course between doctrin- 
aire socialism and uncritical individualism. 

From 1927 onwards, however, Keynes was already working at 
the Treatise on Money, which appeared in 1930, and the ideas 
which he printed there were progressively developing. Each 
year from 1926 onwards he gave a short course of eight lectures, 
usually in the Michaelmas Term, on the Theory of Money, and 
year by year the form and content of his ideas developed. But as 
late as 1927-8 the theoretical structure was, so far as I can 
discover, of an essentially ‘‘ velocity of circulation” design, 
though with important improvements of his own. Much of the 
final version of the T'reatise on Money is still comparatively little 
changed from this earlier pattern; Book V, which discusses 
velocities of circulation and distinguiskes between savings deposits 
and cash deposits, and the velocities of income deposits and 
business deposits was being lectured in much the present form as 
early as 1927-8. The fundamental equations of the Treatise 
appeared for the first time, I understand, in Keynes’ lectures of 
1928-9. They were still relatively new and relatively undigested 
even by the people in Cambridge in closest touch with his work 
when the T'reatise appeared in 1930. 

Over the years from 1927 to 1930 Keynes’ ideas were develop- 
ing, moreover, under outside influences as well as academic 
influences. He was active at the: Liberal Summer Schools, where 
he and others were seeking to infuse new ideas. In 1928 he was 
advancing in the Evening Standard plans to increase employment 
and prosperity. More important, in the election campaign of 
1929 (the year that we now regard as the pinnacle of post-war 
prosperity) he was helping to draft the Liberal plan to cure 
unemployment, and his own pamphlet, written with Hubert 
Henderson, Can Lioyd George Do It?, is of much more than 
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ephemeral interest, since it first analyses, by the sort of methods 
that were later developed and improved, the cost to the com- 
munity of putting men to work. The publication of a White 
Paper by the Conservative Government of the day, aimed to 
discredit the Liberal proposals, brought Keynes immediately into 
the arena, protesting vigorously against what he regarded as a 
political misuse of the Civil Service and attacking the arguments 
of the Treasury Memorandum. 

In the latter part of 1929, moreover, and the first weeks of 
1930, two tasks were imposed on him, both of which were of 
importance to his later thinking. In November 1929 he was made 
a member of the Macmillan Committee on Finance and Industry, 
and in January 1930 he was made a member of the newly-created 
Economic Advisory Council. His developing theoretical ideas 
both influenced and were influenced by the work of the Mac- 
millan Committee, to whose deliberations he gave for a time very 
much of his energies. In particular, it was on the Macmillan 
Committee that the important theoretical issue as to how far 
reductions of money wages might stimulate employment was 
first forced on his attention as a practical issue. The pages of the 

“Volumes of Evidence of that Committee, particularly his ex- 
changes with Professor Pigou and D. H. Robertson when they 
appeared as witnesses, provide what is probably the best 
published record of Keynes’ thinking in that period. And among 
the unpublished papers of the Committee there is understood to 
exist a record of Keynes’ exposition of his ideas to his fellow- 
members, in which he followed the main lines that he later 
published in the Treatise on Money, but expanded many points 
in more detail under cross-examination. This is of such great 
interest to the history of the development of economic thought 
that some form of publication would surely now be justified. 

The Economic Advisory Council also provided a forwm for the 
exposition and practical application of Keynes’ continually 
developing ideas. And it was later in the same year that he was 
asked to advise, as a member of a Committee of the Economic 
Advisory Council, on the serious economic depression that Britain 
shared with almost the whole world. While the existence of that 
Report has been known, and the lines of its contents were freely 
rumoured at the time, it has never been published. 

It is not easy to relate Keynes’ political writings of 1929 to the 
Treatise on Money, the preface of which is dated September 14, 
1930. I think it would be true to say that very much of the 
Treatise was complete before the election period, and that sub- 
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sequent changes were small, so that, despite the dates, the 
Treatise really represents an earlier stage of a rapidly developing 
thought. 

The Treatise on Money is in retrospect far more difficult than 
any of Keynes’ earlier works to assess. It contains very much 
that hes a permanent importance—in particular the brilliant dis- 
cussion. of index numbers in Book II, which retraverses some of 
Keynes’ earliest work in 1909. Much also that he wrote on the 
applications of monetary policy has been little affected by the 
subsequent changes in detailed analytical thought. The funda- 
mental equations of the T'reatise belonged, however, to a formative 
stage in Keynis’ thinking. The book will, I suspect, remain of 
permanent interest because it was here that the savings and 
investment nexus made its first appearance in Keynes’ published 
work. But Keynes was still thinking primarily, as had the 
creators of the various velocity of circulation theories, of the 
factors which made prices go up and down. The fundamental 
equations of the Treatise belong to the theory of money. It 
was only later that Keynes helped to break down the division 
which goes far back in the history of economic thought, at any rate 
in Cambridge, between the theory of employment and the theory 
of money. Before the appearance of the T'reatise, there were 
individuals, it is true, who had seen, particularly in relation to the 
trade cycle, the limitations of this dichotomy. Both Robertson, 
in some of his earliest work, and Knut Wicksell had stressed this. 
But because of its existence it was understandable that Keynes 
should at that date have visualised too simple and direct a 
mechanism whereby changes of investment were supposed to 
react on prices, and that in a strictly formal sense som¢ of his 
conclusions required the assumption that output was fixed and 
not variable. 

It so happened that the publication of the Treatise coincided 
in time with a remarkable younger generation in Cambridge. 
R. F. Kahn had just been made a Fellow of King’s; J. E. Meade 
was spending a year in Trinity before returning to Oxford; they 
with P. Sraffa, C. H. P. Gifford, A. F. W. Plumptre, L. Tarshis, 
Joan Robinson and several others of us formed a “ circus ” which 
met weekly for the discussion of the 7'reatise, and R. F. Kahn 
retailed to Keynes the results of our deliberations. We managed 
quickly to seize on the formal importance of some of the implied 
assumptions regarding employment and output levels and within 
a few weeks Keynes had not only seen the force of our criticisms, 
as well as those of a number of others both inside and outside 
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Cambridge, but was dashing ahead of us in re-deploying his ideas 
in terms of a variable level of employment. 

At the same time there was the problem, already hinted at in 
Professor Pigou’s review in the Nation, of how, if saving exceeded 
investment, equilibrium was re-established—the problem, so to 
speak, of where the savings went to, which was only ultimately 
resolved when the necessary equality of savings and investment 
was recognised. 

At no moment in his life, I think, did Keynes’ greatness of 
character appear more strongly than at this time. He had just 
completed what he might reasonably have regarded as his magnum 
opus. There are few authors who would not have been sorely 
tempted to take up a position and to use their authority and 
reputation to maintain it until dislodged by sheer weight of 
opposition. Keynes never even appeared to hesitate. He was 
off with the rest of us in pursuit of truth with as enthusiastic a 
zest as if he were demolishing the work of his worst enemy. 

In the years following the publication of the T'reatise Keynes 
continued his practice of giving eight lectures annually, usually in 
the Michaelmas Term. Each year he gave us the development 
of his ideas to date. And these lectures became something wholly 
unlike anything else that I have ever known in Cambridge lectures. 
Apart from the third-year undergraduates, to whom officially the 
course was addressed, there were to be found there the whole 
body of research students, at least half the members of the 
Faculty, a visiting Professor or two from America, Australia or 
where you will, and on occasion a few spies (or should they be 
called in the modern jargon ‘‘ members of the fifth column ’’?) from 
London, Oxford or elsewhere. (Gradually year by year the essen- 
tial features of the General Theory emerged. Thus, when it was 
finally published in 1936, Cambridge at least knew fairly well what 
to expect. 

To the world outside, however, the General Theory of Employ- 
ment, Interest and Money came as a shock. Keynes had meant 
to shock. An ordinary book, wooing with sweet reason, would 
not have fulfilled his purpose. The ideas that happened to be 
congenial might have been accepted, the others discarded according 
to taste. Keynes was firmly convinced, as he said in his preface, 
that ‘‘ if orthodox economics is at fault, the error is to be found not 
in the superstructure, which has been erected with great care for 
logical consistency, but in a lack of clearness and of generality in 
the premisses.”” He had, as he saw it, to force his fellow econo- 
mists to decide whether in toto they were for or in toto against. 
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For if he was right in his analysis, the basic assumptions of the 
automatism of the economic system were at fault. Because he 
believed it necessary that economists should face these issues, he 
deliberately 1 heightened differences and emphasised controversy. 

This involved saying things that hurt about men that he had 
admired—including in their number Alfred Marshall. It involved 
also that subsequent discussion was conducted very much in 
the atmosphere of the revivalist meeting: “ Brother, are you 
saved?” I am not sure that this may not have been because 
Keynes himself had found it a severe moral struggle to let go of 
his old liberal faith in the ultimate automatism of the economic 
system. But now that the Moody and Sankey has come near 
to being orthodoxy, some of us can look back at those years and 
smile at the odd and ever-changing divisions between the sheep 
and the goats. The first to be saved seemed to include not only 
the pure of heart, but a large admixture of the empty of head. 
The sinners were not only those who preferred to remain in 
darkness, but many whose intellectual honesty forbade them to 
commit themselves to the support of conclusions so radically 
opposed to all that they had learned and taught without a very 
thorough process of sifting, and many others also who felt that 
the General Theory contained exaggerations or misrepresentations 
which might discredit what they still believed to be true and 
important in their own and others’ past thinking. The following 
years provided a most illuminating example of the processes and 
psychology of conversion, as economists, not only in Cambridge 
or in England, but all over the world, adjusted their thinking to 
the new set of ideas that Keynes had put before them, some of 
them going the whole way with him, some even dashing ahead of 
him, others accepting in part, and remaining in part unconvinced. 

To the outside world the development of the theories of money 
and employment by and around Keynes appeared necessarily as a 
spasmodic and episodic process, though rumours of the developing 
ideas, passed on by travelling research students, had made known 
that the T'reatise was not Keynes’ final word. To those in 
Cambridge the whole process seemed much more continuous, and 
both the Treatise and the General Theory appeared much more as 
instantaneous photographs of an athlete in action than as carefully 
posed studio pictures with every limb perfectly set. Already, 
before the war, Keynes was himself moving ahead again, as in his 
contribution to the Irving Fisher Festschrift (The Lessons of 


1 May I draw attention to Keynes’ own account of this in the Preface to 
the French edition? Vide Economic Journal, April 1943, p. 159. (The word 
“ préparé” should read “ précédé.”’) 
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Monetary Experience), and was finding himself prepared to accept 
certain developments or modifications of his ideas propounded by 
writers in England, America and elsewhere. It would be a 
disaster, and wholly alien to Keynes’ own concept of the academic 
pursuit of truth, if the effect first of the interruption of the war and 
then of Keynes’ own death were to be to establish for the first time 
a fixed and immutable creed that it is wrong to criticise or change 
or develop. I can conceive no memorial to Keynes’ teaching 
that he would more passionately have assailed. 


Ix 


To-day we are all asking ourselves the question, ‘‘ Where does 
Keynes stand among the great economists? ”’ I said at the out- 
set that I believe that is not a question that his own generation 
can hope to answer. For Keynes’ claims to greatness are so 
fundamentally different from most of the others whom we regard 
as the great men of our profession. From Adam Smith to Alfred 
Marshall and beyond, the great generation of liberal economists 
were building up a magnificent technical apparatus of thought— 
they were essentially, though by no means entirely, tool-makers. 
We connect with each of the great names certain new tools that 
we use daily. Keynes was only in a limited sense a tool-maker 
in the way that Alfred Marshall was. Indeed, until the Treatise, 
as I have suggested above, he was hardly a tool-maker at all. 
His major contribution to tool-making came with the General 
Theory. It would, I would suggest, be proper to regard the whole 
*‘ savings and investment ”’ nexus as a tool, in the sense that, in 
thinking of the problems of under-employment, it is the apparatus 
that most of us now use. Many who do not go the whole way with 
Keynes—for instance, about the determination of the rate of 
interest—accept the general “‘ savings and investment ”’ approach, 
even if they do not fully accept the detailed refinements which 
Keynes introduced in the General Theory. It is, however, by 
no means easy to say how far we owe that tool to Keynes. He 
himself recognised many predecessors; he recognised in relation 
to his own thought the very great contributions of Professor 
D. H. Robertson in the early years and his debts also to the 
Swedish economists. But I do not think that it is necessary, if 
one would advance Keynes’ claims to greatness, to argue that we 
might not have reached the same destination by other routes or 
at a later date; to name only one other, Michal Kalecki was 
independently approaching the same goal. I think it would be 
almost universally admitted that Keynes’ development of the 
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ideas and his strong support and advocacy greatly advanced the 
date of their acceptance as a part of the orthodox corpus of 
economics. 

One is on more disputable ground when one turns to the parts 
of the General Theory that are more truly original and more 
completely Keynes’ own work—the more precise relations between 
saving and investment, and the theory of the rate of interest. For 
here there is as yet by no means so complete agreement. But, as 
regards the former, I believe it to be true to say that a considerable 
majority of economists would now hold that, in some sense a 
decline of investment reduces activity and income progressively 
down to some level determined by current investment and the 
willingness to save. Even if those who believe that this process 
cannot be fully explained without resort to such concepts as 
hoarding and dishoarding prove to be right, Keynes’ claims to 
have been the first to see the general pattern of the forces at work 
would appear to be indisputable. 

It is in relation to Keynes’ theory of the rate of interest 
that dispute is most vehement. There are many who believe 
that the differences that still persist are verbal issues of precise 
formulation rather than differences of substance. Time alone can 
show whether in the main Keynes was right or wrong in supposing 
that the determination is essentially a monetary phenomenon 
which does not afford any automatic link between saving at full 
employment and investment at full employment. If further 
analysis were to show that there were some such long-period link, 
then much of what appeared to our generation most revolutionary 
in Keynes’ thought might ultimately be controverted. But even 
then it is not clear that, in relation to shorter periods of time, and 
to monetary institutions as we know them, Keynes’ scepticism, 
based on the practical experience of our time, as to the auto- 
matic adjustment of the rate of interest to the desirable level may 
not prove to be both right and important. No phrase of Keynes’ 
making has been more often repeated than “in the long run we 
are all dead.”’ It was natural to one of Keynes’ impatience to 
try to see whether the slow-working forces of long-term economics 
could not, by the aid of human thought, be made less painful 
without being made less efficacious. 

But Keynes should not, I think, be judged solely, or even 
primarily, as a tool-maker. He has three independent claims to 
greatness. First, he re-linked the analytical studies of academic 
economics to the administrative problems of economic government 
at a moment when they were, in Britain at least, tending to drift 
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apart. In the forties, after the close co-operation of war, we now 
take such a connection for granted. But in the twenties it was 
far less evident. In his earlier days Keynes was primarily an 
applied economist, in the same sense that Adam Smith was, 
developing and using the techniques of economic thought on the 
practical problems of the day. In Cambridge, at least, he taught 
our generation how to do this. 

Second, we owe to Keynes more than to any of his contem- 
poraries in England the integration of the analytical and the 
statistical approaches to economics. While he took little personal 
part in the minor refinements of econometrics, he followed closely 
the work of the statisticians, and it was his natural inclination 
to approach any problem from the angle of measurement of the 
phenomena. He was for many years prominent in the affairs of 
the Royal Statistical Society, and took a lead in the establish- 
ment of the London and Cambridge Economic Service. My 
impression is that he owed more of his own original ideas to the 
study of other men’s figures than to a study of other men’s writings. 
He had a curious sixth sense about figures, and would instinctively 
reject a figure which he felt could not be right. His gifts of fore- 
casting and his sense of orders of magnitude were sometimes 
uncanny. But just as he was sceptical of ideas that could not 
be verified by measurement, so he was sceptical also of the 
adventures of the statisticians into the worlds of correlations built 
on insufficient logical foundations. 

Third, and most important, Keynes insisted, both with 
himself and with his pupils, in making us search out the assump- 
tions which underlay our argument. I remember him saying 
at a meeting of his Club early in the twenties that the most 
interesting study in relation to the classical economists was to 
discover the implicit assumptions on which they were working. 
His own later work showed that in very many cases we were 
implicitly assuming that more of one thing was conditional on 
accepting less of another—a state that was not universally, or 
even most frequently, true. It was, I myself firmly believe, a 
great step forward in economic thought when Keynes insisted 
that we should have a general theory—a theory which was valid 
not only with full (or near-full) employment, but also with 
unemployment—and that we should know quite clearly which of 
the propositions of economics were universally valid, and which 
were valid only in conditions in which it might be true that an 
increase of one activity was possible only at the expense of another 
activity. In the Cambridge thought of my time I believe that 
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no single forward step has been so important. It has gone right 
to the heart of the method of estimation of the opportunity costs of 
doing anything. Before, we were allowing ourselves to believe 
the paradox that it might be most profitable to a society to allow 
resources which might have produced something to stand idle. 
We came to see why that paradox was, in fact, itself untrue. 


x 


The charge of inconsistency has been levelled against Keynes 
at frequent intervals from 1920 onwards. No one can read deeply 
in the literature and the newspaper cuttings which give the 
background to his life without being impressed by the number of 
“* Keynes’ Plans ” and other proposals to deal with this, that or 
the other which he had fathered in the past twenty-five years. 
But if one examines them more closely, very many of them are 
designed with the same ultimate aims in view. Indeed, it is 
difficult not to be impressed by the consistency of his main 
strategic objectives: the full employment of resources; the 
achievement of balances of payments for all countries by methods 
that would not be inconsistent with full employment; as a means 
to this, a system of exchange rates that would combine the short- 
term virtues of fixity and predictability with the long-term 
virtues of flexibility; and, as a means to full employment, low 
interest rates. These fundamental objectives will be found as 
clearly in The Economic Consequences of the Peace and in the Tract 
on Monetary Reform as in his later writings. It would be wrong 
to suggest that his worries about employment began in the 
thirties. The pleas for conquering unemployment were written 
in 1929, when we were still unaware that that year marked the top 
of what came later to be regarded as a boom, and were mainly 
conscious of the large residual volume of unemployment. And for 
many years before that the problems of employment had been 
actively in his mind, though less urgent than other more immediate 
issues. 

A careful study of Keynes will, I believe, show him to have 
been remarkably consistent in his strategic objectives, but extra- 
ordinarily fertile in tactical proposals for achieving them. Like a 
resourceful tactician, he would probe, try to find the enemy’s 
weak points; if repulsed he would quickly fall back and regroup 
and put in another attack elsewhere. But in the end his victory 
was complete. Full employment of resources has become the 
national objective; some would say it has obscured other objec- 
tives. Ordered flexibility of exchange rates has become the 
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agreed world system. Low interest rates have become the official 
policy to the extent that former advocates now begin to fear. 

Keynes was consistent also, possibly over-consistent, in another 
sense. He began life as a Liberal. He belonged by birth, 
upbringing and natural abilities to the class for which the carriére 
ouverte is the natural aim. He was not a stagnant Liberal; he 
sought to prevent Liberalism becoming a backward-looking and 
uncritical worship of laisser-faire; he did not in any narrow sense 
regard the criterion of the market-place as final and decisive, 
and in an essay in 1932 in 7'he Political Quarterly he argued for the 
economically unsound as the ultimate and distant ideal, to be 
reached through the economically sound. But he belonged to 
the world of reason. He was possessed of an inherent distaste for 
-isms and shibboleths and emotionally reached views. He was 
never anti-Socialist, but he was anti-doctrinaire. I do not think 
that the fashionable school of historians who believe that a glimpse 
of a man’s pass-book can explain the whole of his character will 
have an easy task with Keynes. He had made himself rich, it is 
true, in a Liberal world; but he had nothing to fear in Socialism ; 
he would have been a perfectly loyal, happy and financially 
care-free Governor of the Bank and the Fund, or whatever might 
come his way, in a Socialist world or in any other. His objectives 
were included in their objectives. His political Liberalism was 
seldom obtruded in later life. I do not know (and I doubt if 
anyone knows) what his final views would have been upon the 
present moves towards nationalisation. Neither, I suspect, 
wholly unfavourable nor wholly favourable. Yet it was natural 
to him, in trying to make a framework within which the world 
economic system might develop, to think of it in the essentially 
Liberal terms of markets and prices and discounts and borrowing 
rates. And when the General Theory was interpreted as an 
argument for closing national economic systems, or his pupils 
expressed scepticism whether interest rates could ever provide a 
wholly perfect and effective working link between the volume of 
saving and the volume of investment in full employment, Keynes’ 
fundamental belief in the Liberal economy was apt to find itself in 
conflict with his passionate care for his objectives. He never, I 
believe, satisfactorily resolved that conflict for himself, and he has 
left it as a conflict for our generation. 


XI 


In 1937 Keynes, who for some years had been in better health 
than at any stage in his life, fell seriously ill with a form of heart 
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trouble difficult to diagnose, but ascribed to some poison in his 
system. The overwork of many years almost certainly contri- 
buted. For some months he was completely laid up, and reduced 
his work to a minimum; included in that minimum was always 
at least an oversight of the editing of the Economic JouRNAL. 
While, after the period of rest, he recovered somewhat, it remained 
necessary for him to take careful precautions against excessive 
strain, and to conserve his efforts for what was most important. 
The difficult task of restraining him from the impulses of his own 
energies and from the importunities of others fell upon his wife. 
We all learned the importance of obeying her behests, if he was to 
carry on, but neither for him nor for us was it easy. Over the 
last years before the war he was very much of an invalid, and one 
had almost come to think of him remaining as such for the rest 
of his days. He cut down permanently a certain amount of the 
work that he had been doing in the past. He resigned his Chair- 
manship of the National Mutual, and he spent far less of his time 
in London, and more of it than in previous years in Cambridge 
or at the house that he acquired at Tilton in Sussex, where he was 
expanding his farming activities and was still able to exercise a 
general supervision. 


XII 


In what has gone before I have sought to portray the Keynes 
of the pre-war years as we in his own generation knew him. That 
picture has inevitably been no more than a partial picture. In 
particular, I have not attempted to tell in detail of his services 
to the arts. 

From his undergraduate days he had been a collector of books, 
and in his later years possessed a very fine library, which he left to 
King’s. It came to represent a more or less complete collection 
of the early editions of authors particularly important in the 
history of thought. The philosophers predominated, but it included 
also a remarkable collection of the work and papers of Isaac 
Newton, and of works on alchemy bearing on the study of his 
manuscripts. 

He had a small but interesting collection of modern paintings, 
particularly of the French School, and for very long his close 
friendship with Roger Fry, Duncan Grant, Clive and Vanessa 
Bell and others meant that he was in close touch with the 
leaders of English criticism and painting. His rooms in King’s 
had been decorated for him by Duncan Grant and Vanessa Bell. 
His interest in the ballet went back to the early years in 
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London just after the first war. His more intimate touch with it 
began after he first got to know Lydia Lopokova, and developed 
during the following years, and with and through her he played 
a large part in the growth of ballet in England. From 1932 he 
was Treasurer of the Camargo Society, and helped as much as 
anyone to discover the happy mean between artistic insolvency 
and a conventional popularity rewarded by financial success, and 
it was he also who helped unobtrusively te achieve, in 1932, the 
union of the resources of the Camargo, the Vic-Wells Ballet, the 
Rambert Ballet and others which first gave us British performances 
of distinction. Arnold Haskell was writing in that year : 
“IT do not suggest that Mr. J. M. Keynes is the new Diaghileff, he has 
other work which he might mistakenly regard as more important, but he 

has succeeded with tact and energy in centralising the available talent, a 

gigantic task; and to that extent the season is very much his.” 

Many economists the world over will remember, moreover, the 
performance in 1933 at Covent Garden in honour of the Delegates 
of the World Economic Conference, which owed its conception 
and organisation very much to Maynard Keynes, and equally they 
will remember Lydia Lopokova’s delicious performance in it. 

If in later years the ballet became better able to carry on with- 
out Keynes’ help, that was largely a result of his work during those 
critical early years. In 1936 there was opened in Cambridge the 
Arts Theatre which Keynes built himself and later transferred to a 
trust representative both of university and town. He was chair- 
man of the directors, and while he found the perfect manager in 
Mr. Norman Higgins, he gave also himself much time to its 
problems, both artistic and financial. 

It was natural, therefore, that Keynes should be drawn into 
the various national organisations that were created to foster and 
promote the arts. He was made a Trustee of the National 
Gallery and was appointed Chairman of the Council for the 
Encouragement of Music and the Arts in April 1942. 

All these inevitably made calls upon Keynes’ time. They 
represented, in fact, his hobbies, together with his farming plans 
at Tilton and on the College estates in Lincolnshire, and, I suspect, 
his operations on the stock and commodity markets. How far 
did they interrupt more serious work? I think, very little. 
For Keynes had, as I have said earlier, a marked incapacity for 
doing nothing, for wasting time, as most of us waste it, with 
worthless books and worthless thoughts. 

Professor Schumpeter, in the charming and penetrating study 
of Keynes that he has contributed to the American Economic 
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Review, has suggested that Keynes permitted his later work to 
suffer unduly from haste and interruption, and that, instead of 
castigating Marshall for his slowness, Keynes ought to have 
learned from him. That is, I believe, to misunderstand Keynes’ 
capacity for work. He was always a very rapid worker who 
thought quickly, and did his best work quickly. I myself would 
argue that all his best work was done very rapidly, at white heat, 
and that the work which, whether in literary form or in logic and 
lucidity of presentation, was below his best very often repre- 
sented overmuch work and a process of mental development 
between the beginning and the end, as did both the T'reatise and 
the General Theory. True, in such cases he might at the end 
have re-written completely. But even to one of Keynes’ rapidity 
that would have been a long, as well as a tedious, task. The 
development of ideas in the field of monetary theory was exceed- 
ingly rapid in the 1930’s. Would it have been better to postpone 
each of those books by a year or eighteen months in order to 
re-write? Was it not better, in the words that he himself wrote 
of Marshall, “‘ to be willing to cast his half-baked bread on the 
waters, to trust to the efficacy of the co-operation of many minds, 
and to let the big world draw from him what sustenance it could ”’ ? 

The example of Keynes’ rapidity of writing that lingers in my 
memory is so utterly appropriate that Professor Schumpeter will 
forgive me for quoting it. One summer evening not many years 
before the war Professor Schumpeter was to dine in King’s with 
Keynes, and I was bidden to meet him. Shortly before he 
arrived I brought Keynes the news that our much-beloved Mary 
Marshall was thought to be dying, and that it was believed that 
one thing alone could save her—a message from us all giving her 
the call to live. No one but Keynes could write it, and I besought 
him to do so. With a word of apology, Keynes left me to enter- 
tain Professor Schumpeter, and sat down for a moment at a 
writing-table in the crowded Combination Room. On half a 
sheet of writing-paper, without an erasure, in no more than a 
couple of minutes, he wrote a message that for beauty and 
simplicity could have been equalled by no man that I know. 
Mary Marshall always declared that she owed her recovery to 
that message. I wonder whether it remains among her papers. 

Nor do I feel certain that Keynes’ speed of work was excessive. 
When I first started to do research and was finding a beginner’s 
difficulty in getting my ideas on paper, Keynes urged me to follow 
his own rule of life—to try every day to write three pages. He 
did not always keep to this rule of life, but he was persuaded 
No. 225—VoL. LVII. E 
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(and surely he was right) that mental constipation was best cured 
by regular writing. Richard Braithwaite has confirmed that 
Keynes told him that his best work was written at the rate of about 
a thousand words a day. Does that represent undue haste? Is 
the average speed of fifty to a hundred words a day that most of 
us seem to achieve a reflection of our superior scholarship or of 
inferior industry and capacity? In measuring the rate of Keynes’ 
work one must remember, moreover, that from 1920 onwards 
routine lecturing played no part in his life. There was practically 
nothing in Keynes’ economic work that was not ultimately 
destined, often after very substantial revision, for publication. 

That Keynes compressed much into his life is undeniable. 
It is undeniable also that he suffered much from interruptions, 
though I doubt whether his opportunities for continuous work 
were inferior to those of the ordinary university teacher. He 
gave himself unstintingly to his friends and, whatever the load 
upon him, was always welcoming and apparently unhurried. All 
of us relied upon him, consulted him, and made no major decision 
in our lives without him. He loved to entertain, loved good 
conversation, to meet people and to argue with them. Would it 
have been better if he had been different, more of a hermit, more 
of an academic, and less a man of many worlds? I think not. 
For Keynes surely brought to economics, as did Ricardo, the 
critical wisdom of one who saw it in its relations and applications 
to the work-a-day world. Certainly to his younger pupils that was 
Keynes’ compelling strength. And, if we think back, we realise 
that for a generation it is Keynes who has first been asking 
the questions that we have all been trying to answer—that almost 
throughout the period current economic controversy has turned on 
whether Keynes was right or Keynes was wrong. At different 
times and at different places conviction, or sometimes, I suspect, 
even fashion, has dictated that a majority should be his critics or 
his supporters. But economics has been about Keynes. In a 
sense we have all been parasitic upon him. And that is the true 
measure of his dominance. 


XIII 


When war broke out in 1939 Keynes was still a sick man. 
None of us imagined it possible that he should play a part in this 
war comparable to the part that he had played in 1914-18. Never- 
theless, within a few weeks of the outbreak of war he had developed 
ideas of the scale of the British war potential and of the methods 
of war finance which were later to form the basis of the whole 
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operation of the British wareconomy. The study of the problems 
of war potential he published in the Economio JouRNAL of 
December 1939. His proposals for financing the war were first 
read to the Marshall Society in Cambridge and subsequently 
published, first in The Times and later in the form of a pamphlet 
How to Pay for the War, which had very wide currency. 

This pamphlet had a two-fold importance. First, it approached 
the problems of war finance not from the orthodox, budgetary, 
angle, but from the angle, implicit in all his work on employment 
problems, of total income and total demand. Second, it included 
the proposal that as a third source of war finance, additional to 
taxation and voluntary saving, we should call to our aid com- 
pulsory saving. 

The second of these—the proposal for compulsory saving— 
naturally provoked discussion, and even antagonism. It was not 
finally adopted until the Budget of 1941. But the first—the 
approach to war finance from the angle of the national income— 
involved no similar political problems. Some of us were already 
in Government service, and Keynes’ ideas were known to us, both 
directly and through the paper to the Marshall Society which I, 
at least, had heard. When How to Pay for the War was published 
we quickly convinced our seniors that it was right to set up a 
small section in the Cabinet Office to improve our national income 
estimates and to make, with all the resources of government, the 
calculations which Erwin Rothbarth had attempted, not wholly 
successfully because of the limits of information, to make for 
Keynes. Within a few weeks James Meade and Richard Stone 
were at work, and the first fruits of Keynes’ original idea and of 
their labours was available in time to influence the Budget of 1941. 

But by then Keynes, in defiance of all expectations, was 
already himself at work in the Treasury. When the Chamberlain 
administration was succeeded by that of Winston Churchill in 
summer 1940, Sir Kingsley Wood became Chancellor of the 
Exchequer, and to strengthen the Treasury he appointed Keynes 
and Lord Catto in July 1940 as his advisers. They lived in 
adjacent rooms, and quickly became so intimate that the door 
between them seemed to be perpetually open, and the irreverent 
of the Treasury soon came to know them as Catto and Doggo. 

In the Treasury, Keynes had this time no specific responsi- 
bilities. He was there to help the Chancellor, and in practice to 
share some of the heavier burdens with the Second Secretaries, 
on whom fall the main responsibilities for the ordinary day-by-day 
business of the Treasury. In the earlier years he was much 
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concerned with the problems of internal finance, and there can be 
little doubt that the budget speeches of 1941 and 1942 were con- 
siderably influenced by Keynes. But increasingly Keynes became 
concerned with post-war problems. The broader problems of 
internal war finance had by 1942 in the main been reduced to 
order. In the British system the general economic planning of 
the war was by the: conducted almost exclusively in terms of the 
real resources, in 1. .n-power allocations, in raw materials alloca- 
tions, in shipping allocations, in building allocations, and the like; 
the needs of civil consumption were taken into account at that 
stage, and the problems of war finance increasingly became, as 
Keynes had argued that they should, those of seeing that taxation 
and savings mopped up so much as possible of the redundant 
purchasing power, and that inflation was thus kept within as 
narrow bounds as possible. This is not to belittle these problems 
—they were, indeed, tremendous—but others in the Treasury 
were in competent control. Keynes’ preoccupations increasingly 
became those of foreseeing and planning the problems of the 
transition from war to peace, whenever that might come. 

But his influence was felt throughout the Treasury and was 
in no sense confined to the particular preoccupations of the 
moment. One.of his colleagues in the Treasury has described his 
labours thus : 


** Despite the physical frailty from which Keynes was still suffering as 
a result of his illness, he characteristically took all the Treasury’s financial 
and economic activities as his province. He sat in daily at the Treasury 
for long hours. He saw every important paper that the Treasury produced 
or that was wandering through the Treasury. Many he put away for refer- 
ence, and out of any heap of papers in one of his locked drawers Keynes 
could unerringly pull out the one he wanted. He irrupted frequently and 
unexpectedly into major questions such as the use of man-power, the necessity 
for allowing no waste of resources, the problems of taxation, such as “ pay- 
as-you-earn,”’ income-tax credits, and the work on the statistics and presenta- 
tion of the national income. In his later years he paid particular attention 
to the balance of payments. 

“He read official papers voraciously and always remembered what he 
wanted to remember, though he was not incapable of inventing what he 
asserted to be a fact. He accepted all these burdens not only as a good 
and unselfish colleague, but for deeper reasons. As is said at an earlier 
stage of this essay, Keynes was specially interested in the application of 
economic theory to the practical problems of Government. He was in- 
creasingly impressed with the necessity for allowing the whole stream of 
official work to flow through his consciousness if he wanted to produce any 
economic plan whose structure would resist informed criticism. Although 
he had been thinking and writing about schemes like the Clearing Union 
as far back as 1938, the plan that he produced for public discussion was 
reinforced by his knowledge of the actual situation confronting the United 
Kingdom. Similarly, his more tentative proposals for international commod- 
ity policy derived much from the experience of bulk purchases during the 
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war and from the anxieties created by the often uncontrolled rise in 

commodity prices in many of the supplying countries. 

** But it was in his presentation of the case for the American Loan that 
his journeyman’s work at the Treasury showed its full achievement. There 
was no figure that Keynes used at Washington whose application to the 
present and future life of the English people he could not illustrate from 
his knowledge of the practical details of government and administration. 

** Conferences in Keynes’ room‘at the Treasury were seminar classes in 
adult education and his new, but middle-aged, pupils at the Treasury ex- 
perienced something of the same sense of excitement as the younger men 
who had worked with Keynes when he was a teacher at Cambridge. 

“* Even on the many journeys he made abroad he took care to receive and 
read regularly the most important of the current papers reaching the Treasury. 
The feel and touch of things was to him a large part of the area of government.” 
In the course of 1940, moreover, the transition of Keynes from 

outside critic, outspoken, fearless and therefore disreputable, to 
inside adviser and maker of policy, respectable and acceptable, 
had been advanced an important stage by Ifis election to the Court 
of the Bank of England. His own immediate and irreverent 
commert was: ‘I am not sure which of us is being made an 
honest woman of—the Old Lady or me.” But, with his quick 
power of absorbing the atmosphere of an institution so soaked in 
tradition as the Bank, the arch-critic was soon its most loyal and 
sincere defender, and no appointment, I suspect, ever gave him 
more real pleasure. The transition was furthered when Maynard 
Keynes was raised to the Peerage in the Birthday Honours in 
June 1942, becoming Lord Keynes of Tilton, in the County of 
Sussex ; and the Government, when he broke a long period of silence 
in May 1943, gained a powerful spokesman in the House of Lords, 
who possessed all the special knowledge of a Minister and none of a 
Minister’s departmental responsibility. The College of Heralds 
appended to his Arms the very appropriate punning motto “ me 
tutore tutus eris.”’ In the following March, the Borough of Cam- 
bridge elected him to the dignified medieval sinecure of High 
Steward, a successor to a great line which included Sir Francis 
Bacon, Oliver Cromwell, Lord Macaulay. And if he had not died, 
he was to have received the signal honour of the Order of Merit. 
Truly had Cassandra become the Delphic Oracle. 

There was one other honour that came to Keynes which he 
prized, perhaps, even above all the rest. In 1940 he was elected 
a Fellow of Eton as representative of the Head Master, Lower 
Master and Assistant Masters. From the first, at the delibera- 
tions of the Provost and Fellows he made his influence felt. His 
encyclopedic knowledge and his capacity to frame at a moment’s 
notice a complicated resolution made him a valued member of 
their body. Whenever he was in England he liked to attend 
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their meetings, and to spend the night in Fton so as to keep touch, 
as far as he could, with all that was happering there. Eton had 
to the end a special place in his heart. 

Meanwhile it was inevitable thay Keynes, with the double 
advantage of great inside knowledge of our financial problems and 
freedom from routine responsibiiities, should be used in some 
degree as a kind of financial ambassador. He went ‘“o Washington 
as early as May 1941 to diserss Lend-Lesse and otier financial 
problems confronting the two countries. But his per'od of almost 


continuous service in this capacity beger in 1943, and was 
primarily, but vy no means ey«lusi el, concerned with the great 
problems of financial and economic reco"struct/on upon which he 
had been working for some time past. 

Keynes’ greatest endeavours in ‘vis field, his contributions 


to Bretton Woods, to the Lend-Lesse settlements and to the 
American Loan, are still, and will long remain, in the zone of 
controversy. Itisno part of my purpose to attempt to show where 
Keynes was or was not right. Firal judgme:ts, both on these 
issues as a whole and on Keynes’ part in them, mus‘ wait, not 
only on a longer and truer perspective, but also on the publica- 
tion of much that still remains unknown. My purpose is rather 
to give some more human picture of Keynes’ share in all these 
gigantic labours. 

His first major concribution in war-time to this group of 
problems was his share ! in the development of a scheme for an 
International Clearing Urion (often called the Bancor or the 
Keynes’ Plan), first published in April 1943 almost simultaneously 
with an American variation ‘known as the Unitas or White Plan). 

The objective of the ‘ Koynes’”’ pian, as of the other also, 
was to secure the middle way that he had earlier pursued in the 
Tract on Monetary Iteforr between exchange fixity and leaving 
exchanges compleiely to the short-term forces of tl.e market and 
of the political and financial policy of individual countries. It was 
an essential part of the Keynes’ plan that the responsibility of 


1 That it was a share and not sole authorship will be plain to anyone who 
knows the methods of Civil Service criticism and collaboration. But may I 
quote Keynes himself (House of Lords, Official Report, May 18, 1943)? ‘‘ To 
associate it too closely with a par‘icular name is, I venture to say, to do it an 
injustice. It has been the subject of intensive criticism and of progressive amend- 
ment and the final result is the embodiment of the collective wisdom of Whitehall 
and of expects and officials throughout the Commonwealth.” This is not the 
only matter in which outside critics would seem to attach to Lord Keynes or to 
other individuals a personal responsibility which is completely alien to a system 
in which many civil servants necessarily collaborate and in which ultimate 
responsibility must rest with a Minister and with the Cabinet. 








ad 





om 


ee 
















iT 








1947] JOHN MAYNARD KEYNES 55 


relative adjustment, where the existing exchange and price 
relations did not provide a basis for equilibrium, should be laid 
on creditors as well as debtors, so that the pressure on the debtor 
to deflate and contract activity and incomes should be mitigated. 

The first stage of the process of attempting to reach wider 
international agreement was the examination of these proposals 
by the experts, not only of Britain and the United States, but of 
certain other countries also. This task, which occupied Keynes 
for several months during the later part of 1943 and was 
finally completed in the spring of 1944, resulted in a com- 
promise scheme in which the Keynes Clearing Union had given 
way to the White conception of a Fund, held in the currencies of 
the various participants—a sort of international equalisation 
fund—but in which other elements of the ‘‘ Keynes plan,” which 
from the British point of view seemed essential, had survived. 
The fruits of these labours were presented to the British public 
in a fresh White Paper—A Statement of Principles for an Inter- 
national Monetary Fund—which included both the Joint State- 
ment agreed by all the experts, and explanatory notes by the 
British representatives, making plain, in view of current British 
criticism, that the substitution of a fund for a clearing union now 
made unnecessary an international currency, that adequate 
arrangements were included to give elasticity of exchange rates, 
that the scarce currency clause might be expected to have a 
powerful effect in placing the onus of relative adjustment on 
creditor as well as debtor, and finally that the difficulties of 
transition were provided for. 

It was inevitable that these modified proposals should repre- 
sent a compromise which would afford something less than the 
best possible for Great Britain individually, were it possible to 
enforce on the world what suited Britain. But it was of the 
essence of these proposals that the combination of flexibility of 
exchange rates in conditions which justified flexibility, with rigidity 
in conditions which did not justify changes, should involve some 
loss of complete national sovereignty in these respects. The gain 
of limiting the sovereignty of others was to be bought only by 
compromise and by limiting our own. Keynes always believed 
that sovereignty was retained in the one matter where it was 
absolutely necessary, the right to follow an internal economic 
policy consistent with full employment. He defended the pro- 
posals with eloquence and vigour in the House of Lords and 
effectively trounced those who accused him, the arch-critic of gold, 
of having re-established gold : 
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“Was it not I, when many of to-day’s iconoclasts were still worshippers 
of the Calf, who wrote that ‘ Gold is a barbarous relic’? Am I so faithless, 
so forgetful, so senile that at the very moment of the triumph of these ideas, 
when, with gathering momentum, Governments, Parliaments, banks, the 
Press, the public, and even economists, have at last accepted the new 
doctrines, I go off to help forge new chains to hold us fast in the old 
dungeon ? ” 

But it was clear from the first that the proposed scheme touched 
on problems of commercial and tariff policy and might affect the 
systems of imperial preference and of sterling area relations that 
had come to be regarded as the safeguard of the British economic 
position in the thirties, as well as the tariff systems of the United 
States and of the British Dominions. It was natural that many 
critics should feel that, so long as future policy in these fields was 
uncertain, hard-and-fast commitments in the field of monetary 
policy were in some sense premature. But they were inclined to 
forget, what Keynes was never in a position to forget, that by 
Article 7 of the Mutual Aid Agreement we had already incurred 
obligations, at a time when American aid was vital to us, to make 
provision for agreed action 


* to the elimination of all forms of discriminatory treatment in international 
commerce and to the reduction of tariffs and other trade barriers.” 


While the English critics were inclined to regard the monetary 
settlement as something standing by itself, and Article 7 as an 
incident in the past with only academic connection with the 
projects currently under discussion, the Americans never shared 
this view, and many disillusionments on this side of the Atlantic 
were due to the fact that this was not sufficiently appreciated. 
The new compromise proposals that emerged from the dis- 
cussions of the experts at Washington were referred to a huge 
International Conference, representative of forty-five nations, to 
be convened at Bretton Woods in New Hampshire. But before it 
met another event of moment had occurred in Keynes’ public life. 
In May 1944 the war-time Coalition Government published the 
White Paper on Employment Policy which was designed to shape 
its post-war plans in this very important field. The White 
Paper was a triumph for Keynes in a two-fold sense. First, it 
represented the last stage in the progress of the general ideas that 
Keynes had developed in the thirties from the phase of the solitary 
voice in the wilderness to the phase of orthodoxy. Keynes had 
often complained that it had taken well over half a century for 
Adam Smith’s ideas to move from the study to the floor of the 
House of Commons. His own had made the passage in less than 
fifteen years. Second, the White Paper itself was only in a very 
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minor degree his own work. I suspect that if seventy scholars 
spent seventy years trying to discover the authorship of that 
White Paper, we should have seventy, or more, different answers— 
it was the most completely typical piece of Civil Service collabora- 
tion, a jigsaw of parts of many versions by many hands. But it 
showed, more than anything else, how widely Keynes’ ideas had 
now become dispersed. Keynes would, I suspect, have been the 
first to urge that the publication of a White Paper does not solve 
a problem—that full employment will come only if people will 
make it come. 

The vast congeries of conflicting personalities which assembled 
at Bretton Woods provided for Keynes the greatest test of his 
public life, and in the event the greatest triumph. To argue 
the intensely complex issues which pervaded the draft agreement 
in a small meeting of experts was one thing, to ensure that a 
reasonably coherent and workable plan should come out of a large 
polyglot democratic debating society—there were some 750 
persons collected at Bretton Woods—in which many were highly 
expert, but not a few were moved by political, as much as economic 
or administrative considerations, was something very different. 
Moreover, since voting rights were related to quotas, national 
prestige was deeply involved in their fixing. 

For a week before the main conference was to meet at Bretton 
Woods there were further discussions by the group of experts at 
Atlantic City to clear up, so far as possible, doubts, ambiguities 
and differences. The main Conference opened at the beginning 
of July 1944. The problems which confronted it were more than 
ordinarily difficult. It was inevitable that the first major con- 
ference to deal with a particular group of post-war economic 
problems should tend to stray into far wider issues than were 
properly on its agenda—the more so since the representatives of 
all countries naturally wished to have as clear a view as possible of 
the world for which they were planning a currency policy. The 
issues of commercial policy, of post-war settlements of sterling 
balances, of Britain’s particular problems of the transition, were 
never far below the surface, but the time was not yet ripe for their 
emergence. And all this naturally came back as a special respon- 
sibility upon Keynes. 

The proper tasks of the conference were divided between a 
series of commissions and committees. The work of these Keynes 
shared with his colleagues, Sir Wilfrid Eady, Professor D. H. 
Robertson, Professor Lionel Robbins and N. B. Ronald. His own 
special responsibility was the Bank, and any success that the 
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Bank may ultimately achieve will be in no small measure due to 
Keynes’ appreciation of the limitations of the Fund itself and 
the importance of the combination of the two. But, as always, 
the tasks of co-ordination and of exchange of views outside 
the actual meetings exceeded the labours, great as they were, 
of the meetings themselves. Before the end not only Keynes, 
but other members of the delegation also were perilously near 
exhaustion. Keynes himself, despite more than one minor 
heart attack, carried on at full pressure, resting when he could, 
exhausted often to prostration by the end of the day, but 
never remitting. 

The progress of any such complex negotiations turns almost as 
much on the success of the negotiators in establishing mutual 
relations of confidence and respect as on the force with which the 
intellectual arguments may be advanced. At Bretton Woods, 
Keynes was able to earn the personal trust and respect of a great 
many of his colleagues, and particularly his intimacy and friend- 
ship grew with Mr. Morgenthau, Secretary of the U.S. Treasury, 
and with Mr. Harry White of the U.S. Treasury, to whose masterly 
chairmanship Keynes offered eloquent testimony. 

The three weeks of intensive work brought their disappoint- 
ments and disillusions as well as their successes. International 
negotiations are apt to include horse-dealing as well as idealism. 
But in the end something emerged which was not too wholly 
dissimilar from the objectives of the idealists. In the felicitous 
speech in which he moved the acceptance of the “ final act,” 
Keynes could sincerely say that he believed that they had accom- 
plished something in the way of constructive internationalism. 
And conscious of his share and of the way that, despite fatigue and 
weakness, he had dominated the conference, the delegates paid 
their tribute by rising and applauding again and again. 

The objective which Keynes had set himself in the Tract on 
Monetary Reform of a system of exchange rates which combined 
the virtues of short-term fixity with those of long-term flexibility 
seemed a stage nearer achievement. But on his return to London 
he found that he had to defend himself against those who, now 
convinced of the virtues of flexibility, believed that the plan 
represented a return to the gold standard. The main criticism, 
however, voiced by The Times, came from those who believed 
that Bretton Woods represented an irrevocable first step towards 
a commercial policy which might prove to be unworkable in a 
post-war world. These critics could be only partly reassured by 
Keynes’ promise that there was nothing in the Bretton Woods 
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Agreement itself which was fundamentally incompatible with 
some of the commercial measures which they advocated. 

Keynes had scarcely returned from Bretton Woods when at 
very short notice he was asked again to return to the United 
States—this time to share with Sir Robert Sinclair the task of 
leading the British delegation which was to discuss with the U.S. 
authorities the terms and quantities in which Lend-Lease might 
be available to Britain if Germany should have been defeated, 
but war should still be continuing, as it was then thought that it 
would for a considerable time, against Japan. 

Since the problems included not only the transitional financial 
arrangements, but also the British requirements and supplies of 
military, naval and air equipment, of food, shipping, oil and other 
supplies, as well as the whole issue of the limitations upon the 
British right to export at the same time that she was receiving 
Lend-Lease, Keynes found himself one of a quite substantial 
team, including a number of very senior officers of all three 
services, and of senior officials of the supply departments and of 
the Ministry of Production as well as of the Treasury and the 
Board of Trade. And this team was reinforced from the per- 
manent missions in Washington. While those concerned in the 
negotiations for military equipment had to reach agreement with 
their American counterparts on the more practical problems of 
actual supplies, and similar detailed agreements had to be reached 
in regard to food, raw materials and other supplies, it fell to 
Keynes to secure in general terms the approval of the United 
States authorities, for transitional arrangements which might 
prove agreeable to the United States and practicable to Britain, 
whose whole economic future was involved in the re-expansion of 
exports, and whose power to live until a balance of payments was 
restored was at issue. 

This task involved deploying to the United States authorities 
in full detail the existing and prospective economic and financial 
position of Britain, both in written and oral evidence. In this 
task Keynes’ capacity to master both the general principles and 
the detail was once again demonstrated. And, since the negotia- 
tors on the American side again included Mr. Henry Morgenthau, 
and Mr. Harry White, the mutual respect and confidence estab- 
lished at Bretton Woods greatly contributed to the progress of the 
discussions. 

But, as at Bretton Woods and in later negotiations, the load 
upon Keynes was tremendous. The questions to be argued 
inevitably covered a far wider range than his own Treasury 
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responsibilities, but it was obviously impracticable to allow each 
particular issue to be argued by a separate expert, even had they 
been competent to do it, and it fell to Keynes to master, after the 
fashion of a barrister, a series of highly complicated issues both of 
current practice and of past history. He did it with a remarkable 
success. But it involved once again very long stretches of very 
intensive work. Any delegation in another capital must find itself, 
as did that one, a handful opposed to the army of another country’s 
Civil Service; to hold its own against that army the small handful 
must rely on its own capacities for rapid labour. 

Actual negotiations occupy, moreover, a very small fraction 
of the time. The main tasks of the leaders lie in the protracted 
discussions of policy within the delegation itself, where conflicting 
interests must often be harmonised, in the preparation of material 
for the next reund of discussions, and above all in keeping the 
responsible Ministers and Departments in London informed of 
progress and agreed to the lines of policy to be proposed. Seen 
from 3,000 miles away, the difficulties of persuading London 
appear sometimes of almost equal magnitude with those of per- 
suading Washington; but London is at once the source of support 
and strength, the safeguard, and, if necessary, the alibi. 

The strain upon the leaders of such a delegation comes not only 
from the volume of work—Keynes’ own capacity for work proved 
again to be terrific—but also from the measure of the respon- 
sibilities involved. The few occasions when Keynes showed 
serious and obvious signs of strain were all when things appeared 
for the moment to be going badly. His wonderful resilience he 
owed, I believe, in large measure to his capacity for putting all his 
cares and worries temporarily aside. All who shared in them will 
remember with joy some of his gay little dinner-parties. I myself 
shall always treasure vivid recollections of an utterly happy 
afternoon after a particularly exhausting morning when Lydia 
persuaded him to take us to Mount Vernon, and for three or 
four hours he forget everything except the exquisite perfection 
of that lovely house, and the shock of beauty of the view from its 
terrace, while he engaged in light-hearted and completely pre- 
posterous arguments about George Washington and modern 
America. 

While that capacity to shed temporarily his cares enabled 
him, on that occasion, as on others before and later, to carry 
through to the end, we all felt before it came the measure of his 
physical exhaustion. Yet he had to go on to further negotiations, 
scarcely less strenuous, in Canada. And on the homeward voyage 
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he never ceased to work. He crossed the Atlantic always by ship 
when he could, for flying, even for short distances, was a strain 
upon his heart which sometimes prostrated him for several days, 
The crossings in some measure provided a short holiday, for he 
would mix lighter reading (Jane Austen on this occasion) with his 
work and relax a little. But in weather in which the rest of us 
were satisfied merely to exist he lay propped on his bunk and wrote 
in his most brilliant vein an account of all that had been done. 
I shall always remember one remark of his on that return voyage : 
“We are now at the happiest moment of our lives; we have 
ceased to worry about the war, and have not yet begun to worry 
about the peace.”’ How true it was ! 


XIV 


The end of the German war and the general election wrought 
no change in Keynes’ position and responsibilities. He had 


' served first Sir Kingsley Wood and later Sir John Anderson; 


Dr. Dalton now asked him to continue as his Financial Adviser. 
When the Japanese war ended unexpectedly in August 1945 
Keynes’ ambassadorial services were again urgently needed. So 
rapid an end of the Japanese war had not been expected, and the 
process of transition of the British economy from war to peace 
had not been carried beyond the stage to which the mission of 
September 1944 had carried it. The abrupt cancellation of Lend- 
Lease, entirely legitimate and necessary as it may have been, 
left Britain in acute difficulties. Keynes was asked to join his 
old friends Lord Halifax and Mr. R. H. Brand as a mission to see 
what credit arrangements couid be made to meet the immediate 
emergency. 

It is no secret—indeed he proclaimed it in the House of Lords 
on his return—that Keynes at the outset of the negotiations was 
himself convinced that the moral case for very generous treatment 
of Britain by the United States was unassailable, and that it 
should take the form of an outright gift. He was convinced (as 
were all of us) that in terms of equality of sacrifice Britain had 
borne more than her share—that she had been in the war for a 
longer continuous period, that in terms of physical losses of ships 
and property, and particularly in terms of the tremendous change 
from a creditor to a debtor position, she had suffered as much or 
more than any other of the Allies. Keynes started in high hopes 
that he could convince the American administration also that 
an outright gift was not only an act of generosity but equally 
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an act of practical wisdom designed to rebuild the world’s trade 
and prosperity. This case was argued in full, and listened to 
with patience and sympathy. But it was very soon apparent 
(to quote Keynes’ own words to the House of Lords) “ that a 
primary emphasis on past services and past sacrifices would not 
be fruitful.’’ The principle of equality of sacrifice had never been 
accepted by any of the Allies (ourselves included) : sacrifice itself 
was of many kinds, and a comparison of it invidious and insoluble. 
America was more interested in the future than the past. Thus 
the offer which Keynes and his colleagues could secure was some- 
thing quite different in character from what they would have 
liked. What they were offered was a loan of £1,100 millions at 
2%, of which about one-seventh was to represent payment for all 
outstanding Lend-Lease obligations, with special arrangements to 
enable Britain to begin the interest payments only in 1951 and 
to escape them in any year if her financial position required it. But 
added to this, and at least equally important in any long-term 
view of the settlement of war debts, was the complete cancella- 
tion of the greater part of the Lend-Lease account. 

It was largely because he felt that in the latter respect the 
American gesture had been truly handsome, and had received but 
niggardly acknowledgment in England, that Keynes, on his 
return, was able sincerely to say that, disappointed as he and his 
colleagues were at their failure to secure the gift for which they 
had originally hoped, this represented “‘ an act of unprecedented 
liberality.” But the great difference between the original hopes 
and the final outcome made the tourse of the negotiations 
exceedingly tortuous. While Keynes and his colleagues were 
quickly convinced that their original ambitions were unrealistic, 
both official and unofficial views in London were less quickly 
revised, and Keynes found himself, once again, persuaded by the 
Americans, but unable at all readily to persuade the British. The 
critics fastened, not so much on the interest and amortisation 
terms, though in Britain’s prospective difficulties these added 
responsibilities were certainly matter for concern, as on the 
strings attached. The principal of these was the obligation to 
fulfil at an early date the requirement, which would have fallen 
upon us under the Bretton Woods agreement only after a transi- 
tion period, to make other countries’ sterling earnings freely 
convertible. The critics felt, perhaps wrongly, that Britain was 
progressively being committed to a system of international free 
trade which could be made a reality only if American tariffs were 
reduced, and forced to fritter away on other issues the ammunition 
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which should be reserved for the reduction of the bastion of the 
Hawley—Smoot tariff. 

These conflicts of view, whatever the rights and wrongs of 
them, left Keynes between two fires. London, seen from Washing- 
ton, seemed sublimely unaware of the realities of America. 
Keynes himself, long isolated in America, was perhaps insuffi- 
ciently sensitive to the cross-currents of English opinion. The 
long-drawn-out struggle left its permanent mark upon him. By 
the end he was weary and exhausted almost to collapse. If any 
one of his war-time efforts may be said to have hurried the end, 
it was those days of gruelling fight to interpret to each other the 
two countries that he loved, and to secure for Britain the breathing- 
space that she so desperately needed at a price that she could 
afford to pay. 

Even on the voyage home, Keynes was in no position to relax. 
His colleagues, totally exhausted by their labours, were spending 
most of the days as well as the nights in sleep. But for Keynes 
himself the battle was not yet over. He was thinking all the 
time of the political struggle that lay ahead of him when he landed, 
and of the debate in the House of Lords for which he hoped to 
be in time. Every few hours he would creep along to the radio 
room to hear, with growing mortification, the misrepresentations 
of his settlement which were appearing in the Press and in 
Parliament, and creep back, with growing scorn, to his state-room 
to sharpen and to polish the phrases with which he intended to 
give the lie to his attackers. By the time that Southampton was 
reached the speech had been re-written several times. But he 
knew that he had forged a weapon that would silence his critics 
and give him the debating triumph of his life. 

Thus when Keynes reached England in December 1945, a 
very tired man, he found an atmosphere of impotent but rather 
widespread hostility to the agreement which had been drafted 
in Washington. True that no one felt confident that we could 
have done better. True also that everyone was war-weary and 
doubtful whether the frightening further austerities which rejec- 
tion would impose upon us would be either physically tolerable or 
politically acceptable. Nevertheless, there was a feeling, however 
unjustified, that we had been out-manceuvred and were becoming 
too deeply committed to what might prove to be an unworkable 
world. For these reasons the acceptance of the Bretton Woods 
plan and of the loan itself by Parliament was far from a formality. 
In the House of Commons, even though many back-benck members 
of the Labour Party were uncomfortable, there could be little 
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doubt that, presented by the Chancellor of the Exchequer as 
Government policy, the loan would be accepted and the Bretton 
Woods Bill passed. But in the House of Lords the issue was far 
less certain. 

Keynes landed from the Queen Elizabeth on the day on which 
the debate in the Lords opened. He reached the House in time to 
hear Lord Pethwick-Lawrence put the Government’s case, and 
Lord Simon, Lord Woolton and others criticise it severely, though 
differing as to whether they would or would not reject it. Keynes 
himself intervened only momentarily to confirm what the 
Chancellor of the Exchequer had said in the House of Commons, 
that there could be no misapprehension in the State Department 
as to the British view that reduction or elimination of preferences 
by ourselves could only be considered in relation to, and in return 
for, similar reduction by other countries, and that there could be 
no question of unilateral surrender by us. 

Keynes opened the resumed discussion the next day. The 
speech to which he had devoted so much labour achieved a success 
as great as he could have dared to hope. There was no question 
that it was the greatest debating triumph of his life. He was able 
to give the full American background to the negotiations which 
made clear the impossibility of much that earlier speakers had 
been demanding. He made abundantly clear his own disappoint- 
ments. Above all, he was able to show that the supposed alterna- 
tives were a mirage. It was a tremendous performance, and was 
acclaimed as such. The Bill was passed by ninety votes to eight. 
But many had abstained. And though Keynes had clearly per- 
suaded not only the House of Lords but also the country that in 
existing circumstances nothing better could be achieved, there 
remained the strong feeling of discomfort and of uncertainty 
whether, in the absence of reductions of tariffs abroad, all these 
plans were going to be workable. 

It is not yet easy to see Keynes’ work for the Loan Agreement 
in its true perspective or to fit it into the unexposed sequence of 
history. It far transcended both in the magnitude of the issues at 
stake and in the difficulty and strain of the actual discussions all 
the earlier negotiations in which he had taken part. It is fatally 
easy for the distant critic, fettered by no limitations of practical 
politics, to claim that some undefined or unattainable alternative 
was better. It remains that Keynes won for England a chance 
of economic recovery at an absolutely critical moment. Besides 
that, all minor considerations fade into insignificance. It was 
beyond cavil Keynes’ greatest achievement, and as such he saw it. 
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With the Bretton Woods Bill finally passed, Keynes began to 
think of rest. For the previous three years the man whom 
before the war we had begun to think of as a lifelong invalid had 
carried an almost insupportable burden. Lydia had accom- 
panied him on all his journeys; he and she treasured an official 
letter from the Admiralty assuring them that they had incurred 
their Lordships’ displeasure by insisting on her travelling on a 
transport in war-time. She guarded him, cared for his health as 
best she might, and shared with him the joys and sorrows. But 
no care could protect him from the inevitable strains that these 
missions had involved, or from his own impulsive energies. Under 
her eye he would obey the doctor’s rules and climb the stairs, 
as he must, one step, one breath. But in her absence he would 
forget, and pay the penalties. 

There remained, however, one further step in relation to 
Bretton Woods—a step which he and most of us had regarded as a 
formality—the Inaugural Meetings of the Fund and the Bank on 
both of which Keynes had been made Britain’s Governor. Indeed, 
it had been regarded as scarcely necessary at one time that he 
should himself attend. He was then turning over in his mind 
whether or not he should go, and coming down ultimately and on 
balance in its favour, since it would give him an opportunity for 
escaping for a few weeks and having a short holiday in a warmer 
climate than an English winter, and a chance also to renew many 
happy friendships of Bretton Woods. 

But the Savannah Conference did not in practice turn out like 
that. There were unexpected last-moment differences, and the 
British position was made more difficult by the slow progress 
of the U.S. Loan in its journey through Congress ; final approval 
came only after Keynes’ death. The superficial disagreement 
was on the site for the Fund; but below the surface the issue at 
stake was whether the Fund and the Bank should be political or 
financial instruments. In the end Washington, the political 
centre, was chosen despite the arguments of the British repre- 
sentatives for New York. Disagreement arose also as to what 
should be the power of the permanent staff of the institutions as 
against the powers of the executive directors who were representa- 
tives of the great powers. Again the decision went in favour of 
the political power and against the financial. Because he had 
gone in no expectation of the differences of opinion that emerged, 
Keynes found it the most exhausting conference that he had 
attended. 

He arrived home from Savannah very tired, and wert to Tilton 
No, 225—vo.. LVI. F 
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to rest. On Sunday April 21, 1946, Easter Day, he had a sharp 
heart attack. He died within a couple of hours of the onset. 

For some years before 1946 both Keynes himself and his 
friends had known the possibility, even the likelihood, that if he 
continued to work as he was working the end would come one day 
just as it did. Despite this knowledge he carried on. This was 
his contribution to the war and to the future of his country. 

His death left a gap everywhere. In the Treasury, where, 
despite his amorphous position, he carried a massive share of the 
total responsibilities for the country’s financial welfare. In the 
world of academic economics, where for so many years he called 
the tune to which the rest of us had danced. In his College and 
University, where his learning and his leadership alike were irre- 
placeable. In the world of the ballet and the arts, where his 
sustaining energies had kept so much alive that might so easily 
have died. Not least, in his own family. But perhaps some day 
we may learn to say that it was right that he, like others whom 
the gods love, should die young. At sixty-two he was in the pleni- 
tude of his powers. That brilliant mind was still at its best— 
rapier sharp, leaping always with intuitive rapidity far ahead of 
the rest of us. The memory that will rema‘n is of that mind at 
its perfection. 


XV 


In the six years from the outbreak of war to its end Maynard 
Keynes had subtly changed. At its outbreak he was still funda- 
mentally the academic and the philosopher, with truth and right 
as his objectives. He was still the critic, trying to persuade, and 
content if sometimes the process of persuasion involved an element 
of over-emphasis on the component that was under-valued by 
others. The war brought him into a position of responsibility 
where action followed close upon advice, and advice needed there- 
fore to be measured. And as his ambassadorial journeys took him 
to place after place and problem after problem, he came insensibly 
to think of issues more, as does the Civil Servant, in terms of what 
was practicable; of what could or could not be secured in a 
given international set-up. His love for the verities never 
deserted him, but he was readier than the young Cassandra had 
been to believe that a desired destination could be reached by 
speeding slowly. 

As a Civil Servant he had two God-given weapons—a voice 
and a pen. No account of Maynard Keynes would be complete 
without a reference to that voice. To many is given the gift of 
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dissuasion : every word they utter seals the fate of the object 
they so passionately desire. To Maynard Keynes was given a 
voice that could persuade. One who was by force of circumstances 
for the moment his opponent said to me after a meeting dominated 
by Keynes: “ The worst of it is that Keynes’ voice can persuade 
me of anything, however wrong-lieaded I believe it to be.”” That 
beautiful, musical, resonant voice, allied to an unparalleled power 
of lucid exposition and to a range of vocabulary and a joy in 
words comparable only to that of Winston Churchill in his 
generation, made him a pleasure to listen to, whether you agreed 
or disagreed, whether you knew all about what he was talking 
about, or nothing about it. He never bored. He never exhausted. 
He was never trite. 

And allied to the voice, the pen. To the jaded Civil Servant, 
wearied by a perpetual surfeit of the clichés that conveyed, by a 
process of automatic writing, the tired thoughts of tired men to 
the tired eyes of more tired men, those occasional official papers 
that Keynes wrote were champagne—a sparkle of ideas set out in 
words which fizzed into one’s memory. Many of them were 
entirely of the moment. Some will, I fear, never be able to see the 
light of day. But others should surely, after due interval, be 
published. May we hope that the Treasury will give thought to 
such a kindly act of piety ? 

To the arts of persuasion Keynes added, as a Civil Servant no 
less than as an academic, his divine intolerance of nonsense. To 
his immediate colleagues, and to those who agreed with him, this 
intolerance was wholly delightful. To those in other departments 
his facility in argument and in demolishing their carefully reasoned 
cases was often disturbing—the more so as they often felt that it 
was not the case but the arguing of it that was at fault. But if 
the case was good, reason would quickly prevail. Keynes would 
often laughingly say that he possessed the shortest memory in the 


~world. And I believe there was truth in this—he had a wonderful 


memory for arguments, but no memory for their authors. If next 
day you returned to the same problem, you were as likely to find 
him parading your arguments of yesterday—if they were good 
arguments—as hisown. And those of us who knew him learned to 
retreat when worsted to-day and to re-engage to-morrow. 

And to these others he added the greatest gift of the Civil 
Servant, the power to inspire devotion. The missions which he 
led were all happy parties. They involved, as I have said, 
almost unbelievable pressure of sustained effort, not only for 
Keynes himself, but also for all who were engaged either in 
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responsible or routine work. All drove themselves, partly because 
Keynes was driving himself, but at least as much because he filled 
them with his own sense of urgency. He was utterly informal, 
almost without sense of hierarchy, approachable by everyone 
who had a problem on which to brief him, or a difficulty in his own 
particular negotiations, extraordinarily quick to see the point at 
issue and to fasten on to the problems that were worrying you, 
extraordinarily rapid in judgment and decision. 

I can with difficulty think of others who were nearly Keynes’ 
equal in a fastidious forensic ability; of others who approached 
him in the power to clothe perfect clarity of thought in a perfect 
choice of words; of others, again, who shared his mastery of 
technical and administrative necessities; of yet others who had 
grasped the fundamental economic problems of our age, if not so 
well, yet not very markedly less well. But no other man in our 
age has combined all these rare qualities so remarkably in one 
person. It was because he was all these things and more that 


Maynard Keynes was utterly unique. 
Austin ROBINSON 


Sidney Sussex College, 
Cambridge. 
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BRITAIN’S FOREIGN TRADE PROBLEM ! 


INTRODUCTION 


Ir is universally agreed that unless we can export much more 
than before the war we shall have to import much less. 

But what we should do in the circumstances is a matter of hot 
dispute. 

Much of the debate revolves round general propositions that 
can be proved or disproved only by studying the facts, and the 
importance of such a study is the main excuse for this article and 
for its numerous figures and footnotes. 

A minority believe that we could easily dispense with a large 
part of our imports, and would therefore have us retreat into our 
shell; but it is argued in Section 1 that this would entail extreme 
austerity. 

In Section 2 we see that our export problem, while greatly 
aggravated by the war, is of long standing, and bound up with the 
industrialisation of overseas countries; certain morals for our 
economic policy are suggested. 

From Section 3 it appears that a large increase in our exports 
will be impossible without an expansion of world trade as a whole, 
and that this would result from a general reduction of trade 
barriers; while Section 4 demonstrates the vital importance to 
Britain of multilateral trade. 

But it will also be necessary to expand our share in world 
trade, and the prospects are examined in Sections 5 and 6. In 
Section 5 (a) we see that the capture of German and Japanese 
markets will be of value only if we do not have to subsidise our 
late enemies correspondingly; and the wisdom of reaching agree- 
ment with the United States, our main competitor, on rules for the 
fair conduct of export trade, is emphasised in Section 5 (5). 

Section 6 is a reminder that the quantity of exports we sell is 
by no means independent of their price; and that this can be 
greatly influenced by changes in the value of sterling. But the 
manipulation of our currency will not always achieve equilibrium 
in our balance of payments, and we must therefore reserve the 
right to restrict imports by more direct measures. How this can 

1 This article will shortly appear in a book entitled The Economic Position of 


Great Britain, and is printed here, with minor alterations, by permission of the 
publishers, John Westhouse, Ltd. 








70 THE ECONOMIC JOURNAL [MARCH 


be reconciled with a widespread reduction of trade barriers is 
discussed in Section 7, which examines briefly, in the light of the 
morals emerging from our study, the rival merits of international 
agreements on the lines of Bretton Woods and I.T.O., and of a 
policy that would preserve our full economic sovereignty. 


1. Tot Export TARGET 


A large expansion in British exports is generally accepted as 
indispensable to our economic well-being. The Government 
target is a volume of exports 75% in excess of the pre-war level, 
and there has been little tendency, in informed public discussion, 
to regard this figure as excessive”; if anything, the criticism has 
been that it is too low. 

The main reasons for such a high export target are well known. 
They are briefly recapitulated below, together with some rough 
indications of their respective orders of importance.® 

(i) To finance the war and its aftermath, we have been obliged 
to live on our overseas capital. This does not mean that we have 
sold all our foreign investments. Before the war the nominal 
value of these was estimated at £3,700 million,* and up to June 
1945 we had realised from their sale only about £1,100 million; ® 
although the two figures are not directly comparable, it is clear 
that a large part of our overseas wealth remains intact. Even 
in 1945 our gross receipts from foreign investments totalled £170 
million,’ compared with rather more than £200 million before the 
war (when, however, the general price level was lower). But a 
large part of our remaining receipts will be offset by interest and 
amortisation payments on the huge sums we have been forced to 
borrow.® In 1945 we paid out £73 million in interest, dividends, 

1 Cmd. 7018. 

2 See, for example, F. W. Paish, in Royal Economic Society Memorandum 
No. 105, F. A. Friday, in the Bulletin of the Oxford University Institute of Statistics 
for June, 1946, and Dr. E. C. Snow, in The Times, January 23rd, 1947. 

8 This task is complicated by the rise in prices that has taken place since 
before the war. The proportions of the required increase in exports attributed to 
the various causes will vary according to the way in which the calculation is set 
out. This is one important reason why the figures in the text differ from those 
in Friday, op. cit. It is believed, however, that they give a correct general 
impression. 

* Kindersley, Economic JourNAt, December, 1939. This is believed to be 
an under-estimate of the value of our overseas investments. See Bulletin of the 
Oxford University Institute of Statistics, January, 1946, p. 27. 

5 Cmd. 6707. 

¢ Our present external liabilities, together with our prospective debts to the 
United States and Canada, are around £5,000 million. It is interesting to com- 
pare this with the sum of approximately £6,500 million (at £1 = 20 gold marks) 
fixed for German reparations in 1921. 
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etc.,1 and this figure will be augmented by, among other things, 
the £45 million payable annually on our American and Canadian 
loans, and by large amortisation payments, measured in scores of 
millions, on our sterling balances. The net result will depend 
greatly on the arrangements made for scaling down and funding 
these balances, and it is to be hoped that a fair bargain will be 
struck which recognises that these are mainly debts incurred 
between allies fighting a common war. But it is probably safe 
to assume that our exports will have to be increased in volume by, 
say, 40% to make good our loss of income on overseas investments 
and to pay the charges on the debts we have incurred. 

(ii) We can hardly contemplate, in present circumstances, an 
indefinite continuation of the pre-war deficit in our balance of 
payments, which amounted in 1938 to £70 million. To make 
this good would have required, before the war, an increase of 
about 15% in our exports. 

(iii) In the past our imports have usually increased with the 
national income; and in normal circumstances the growth of our 
population since 1938, the maintenance of full employment and 
the general increase of productivity, would have led to a consider- 
able increase in the demand for imported food and materials. It 
would be by no means excessive to add, say, a further 15% of the 
pre-war level of exports on to our target on this count. This would 
allow for an increase of only 8% in our imports, to take care of an 
increase of some 5% in our population (by the early ’fifties) and 
an increase in the real national income which even the most 
pessimistic agree is likely to take place, and which the optimists 
believe may be as high as 25%. 

In addition to these three main factors there are a number of 
imponderables that may tend to increase the exports required. 
Overseas expenditure by the Government for political and mili- 
tary reasons may well be higher than before the war,’ and the 
terms at which we exchange our exports for our imports may 
deteriorate. For a time, too, our merchant fleet-—which makes an 
important contribution to our balance of payments—will be 
smaller than before the war. It fell from 16} million gross tons 


1 Cmd. 6707. Both the figure of £73 million and that of £170 million men- 
tioned earlier include certain collections of interest on external securities remitted 
to overseas holders. 

2 Cmd. 6623. 

3 In 1946, net Government expenditure overseas was about £300 million, 
compared with only £13 million in 1938. For 1947 it has been estimated at 
£175 million (Cmd. 7046). Continuing expenditure of this order would involve 
& substantial increase in the export target. 
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in 1939 to little more than 11} in 1943.1 But it has already 
recovered, at the time of writing, to over 13 million tons, and our 
shipyards should easily be able to restore our fleet to the pre-war 
size by 1950. 

Taking everything into account, an increase of exports by 
75% seems a reasonable target; and whether the correct figure 
is 50%, 75% or 100% will not greatly affect the general nature of 
the problem now confronting us. 

What will happen if we do not achieve our target? We 
might, of course, default on our debt payments or cut down those 
of our military and political commitments that cost foreign 
exchange; both courses are clearly undesirable, although govern- 
ment expenditure overseas will have to be more carefully scruti- 
nised than hitherto. We might attempt to borrow more money 
or to sell our remaining foreign assets. Such expedients are 
likewise undesirable for many reasons, nor could they continue 
indefinitely. Their practicability, too, is by no means certain; 
loans to a country with a chronic deficit are hardly good business, 
and many of our remaining overseas assets are not readily 
marketable. A failure to achieve our export target must there- 
fore, by and large, result in a corresponding reduction in our 
imports. A small part of this reduction might fall on our 
“invisible ’’ imports, such as films, tourist expenditure and 
remittances abroad; but as these three items amounted to little 
more than 5% of our “ visible ” imports, we shall not be far out 
if we assume that the whole cut would fall on the latter. 

To illustrate the implications of not achieving our export 
target, let us see what would happen if our exports failed, in the 
long run, to exceed the 1938 volume. They had already recovered 
to this level by the middle of 1946, and to 11% above by the last 
quarter, and are likely to increase still further in the present 
sellers’ market, given an adequate supply of coal for the export 
industries, but when immediate shortages overseas are made good 
they might well fall back to the 1938 level. With exports per- 
manently at this level our imports would have to be cut to some- 
thing like two-thirds of the 1938 volume.? As will be seen from 


1 Vessels of 1,600 gross tons and over. 

® The calcula‘ion, in round figures and at 1938 prices, is as follows. Our 
retained imports in 1938 were £860 million. It is assumed, as in the text, that 
the export target of 175% of pre-war allows for an increase in imports of 8%— 
i.e., to £930 million. Our exports in 1938 were £470 million, and if the target 
were achieved they would be £820 million—an increase of £350 million. If they 
failed to exceed the 1938 level, our imports would therefore fall from the target 
of £930 million to £580 million, or 67% of the 1938 level. The true figure might 
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Table I, this would be lower than at any time during the war. 
From 1942 until the end of the war the volume of our imports 
was, on the average, about three-quarters of the 1938 level.* 





TABLE I 
Volume of Retained Imports * 
(1938 = 100.) 
1938 ; . . ° 100 
1939. . ° . ° 97 
nn es 
1941. : ‘ ° ° 82 
ee a 4 Oe ie ee 
eS ee 
es oc 
July 1944-June 1945* . . 74 
July 1945-Dec. 19467 . ; 65 








* Broadly last year of war. 
+ Broadly first eighteen months of peace. 


This does not necessarily imply that a permanent fall in imports 
to two-thirds of the pre-war level would mean a standard of living 
lower than we enjoyed during the war. Much of our war-time 
austerity was caused by the diversion of resources to war purposes.® 
In addition, we were forced during the war to save shipping rather 
than foreign exchange; this governed our choice of imports and 
led us, for example, to import expensive steel rather than cheap 
iron ore. For both these reasons our war-time standards were 
lower than would be necessitated in peace-time by a cut of one- 
quarter in our imports. 

But in other ways our war-time standards were maintained by 
expedients that cannot be continued indefinitely. We postponed 
maintenance of our capital equipment; we stopped building 
houses; we made a drastic cut in our exports, which consume 
imported materials; we cut down our forests; and some hold 
that we exhausted our land. 





well turn out to be nearer one-half than two-thirds, if the assumptions implied 
in the 75% export target prove optimistic; this may well be true of, for example, 
Government expenditure overseas, invisible exports and the terms of trade. 

1 The fall in tonnage was, of course, considerably greater than the fall in 
volume (i.e., value corrected for price changes); our efforts to save shipping 
involved a shift to imports with a high value per ton, e.g., steel instead of iron ore, 
dried eggs instead of maize. 

? The figures are substantially comparable throughout, those for 1942-45 
being exclusive of munitions imported by Government Departments; the indices 
for 1940 and 1941 would, however, be several points lower if munitions had been 
excluded in those years. 

* In particular, a large part of the war-time petroleum imports were used 
directly by the Services. 
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It is not easy to strike a balance between these two sets of 
countervailing considerations; and our war-time experience is 
thus a poor guide to peace-time conditions. It is of rather more 
significance, perhaps, that a permanent cut in our imports by one- 
third below the pre-war level would mean restricting them to 
approximately the level achieved in the first, austere, eighteen 
months of peace, especially when we remember that during this 
latter period our stocks of many important raw materials and 
foodstuffs were falling. 

But even the last eighteen months have been an abnormal 
period of reconversion from war to peace, and the only way to get 
a true picture of what import economies would mean in the long 
run is to start off with our pre-war imports. In 1938 these were 
made up as follows.1 








£ million. 
Food . . ‘ ‘ ‘ 410 
Raw materials . ‘ ‘ 225 
Manufactures ‘ ‘4 216 
Other ‘ = ‘ - 7 
858 








Economies might be made in two ways: (a) by replacing 
imports by home production, and (b) by reducing overall consump- 
tion of goods which are, in part at least, imported. Against these 
economies we must set (c) the greater needs of a higher population 
and of an increasing industrial production. Consider in the first 
place (a) and (c). 

The savings to be achieved in food imports by greater home 
production are smaller than is often imagined. Before the war, 
in very round figures, we imported £400 million of food and feeding- 
stuffs, and home agriculture produced £200 million, after deduct- 
ing the value of imported feeding-stuffs, etc.2 During the war 
our output increased, it is true, by more than 70% in terms of 
calories and of protein,? and by 120% in units of shipping space ; 
but we did this largely by concentrating on cheap foods like 
potatoes. Measured in money value, which is the relevant yard- 

1 “ Food ” corresponds to Class I of the Trade Returns, plus oilseeds and nuts, 
less tobacco; “‘ raw materials” to Class II, plus tobacco, less oilseeds and nuts; 
** manufactures ’’ to Class III; and “ other ” to Classes IV and V (parcel post and 
animals, not for food). 

* The total of rather more than £600 million represents the value at the 
farm and at the port; the retail value of our food supplies, which includes the 


cost of processing and distribution, was about twice as large. 
® Cmd. 6564. 
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stick here, the increase in the volume of home output was only 
30-35%,! or about £60-70 million at pre-war prices. It may be 
that, in peace-time, if we aimed wholly at saving foreign exchange 
rather than shipping, we could increase our output by more than one- 
third above the pre-war level; on the other hand, it is often argued 
that we achieved the war-time increase only by exhausting the land. 
It may be that in due course “ Britain can feed herself,” ? but even 
if practicable, this revolution could hardly be achieved over- 
night. The possibilities of increasing agricultural production 
deserve urgent attention, but for the next decade, let us say, it 
would be imprudent to count on an output much larger than we 
achieved during the war : an increase of, say, 40% on the pre-war 
output would save about £80 million of imported food at pre-war 
prices. But against this must be set an extra requirement of 
some £30 million to feed the additional population, which is 
expected, by the early ’fifties, to be about 5% higher than in 
1938. The net saving of food imports would thus be only £50 
million at pre-war prices, a mere 6% of our total pre-war imports 
of all kinds; and even this small saving would soon be swallowed 
up by a modest improvement in our pre-war diet, which is generally 
regarded as desirable. 

Our imports of raw materials consisted almost wholly of things 
that we cannot easily produce in significantly greater quantities at 
home, the main items being textile materials (£71 million), timber 
and paper-making materials (£59 million), tobacco (£23 million), 
non-ferrous ores (£15 million), hides and skins (£9 million) and 
rubber (£9 million). The few exceptions to this rule, such as iron 
ore, are of trivial importance. Timber production can be greatly 
increased as a temporary measure, but a large sustained increase 
is hardly possible in the foreseeable future.* The production of 
synthetic materials offers important possibilities which should be 
fully explored, but this will often in turn entail imports of further 
materials, as with synthetic textiles, or the use of large quantities 
of coal, which is at present in short supply, or the loss of income 
from overseas investments in, for example, rubber plantations. 

Our imports of raw materials have in the past varied closely 
with industrial production, and this is certain in future to be con- 


1 In the Journal of Proceedings of the Agricultural Economics Society, Vol. VII, 
No. 1, Mr. Kirk, of the Ministry of Agriculture, estimates the increase at 30% ; 
in Cmd. 7046 it is put at 35%. 

® See book of that name by G. P. Pollitt. 

* It is significant that timber production, which in 1943 reached a peak more 
than four times the rate at the outbreak of war (Cmd. 6564), had already dropped 
by 1946 to little more than twice that level, despite the severe world shortage. 











76 THE ECONOMIC JOURNAL [MARCH 








siderably higher than in 1938. The year 1938 was comparatively 
depressed; even in 1937, when we still had 11% unemployed, 
industrial production was 7% higher than in 1938. In addition, 
we must hope for a general increase in industrial productivity, 
and for a particularly high level of activity in the building and 
export industries, both large users of imported materials. Taking 
everything into account it would be surprising if we could get 
along with an increase of less than, say, 15% in our imports of 
materials. This would cost nearly £35 million at pre-war prices, 
and would offset a large part of the food savings estimated in the 
previous paragraph. 

In principle a considerable part of our imports of manufactures 
could be replaced by home production. This would usually 
involve an increase in imports of crude materials, but the net 
saving would often be considerable. Instead, for example, of 
importing refined petroleum at an average pre-war cost of 33d. 
per gallon, we might import crude oil at & cost of 2}d. a gallon and 
refine it at home; instead of importing iron and steel at an 
average cost of £11 a ton we might import pig iron at £6 a ton or 
iron ore at £2 10s. per ton of iron content (all pre-war prices). 
In the case of highly fabricated goods, such as machinery, electri- 
cal goods, vehicles, cutlery, hardware and instruments (on which 
we spent £34 million), the offsetting cost of imported materials 
would be negligible. An analysis of our pre-war imports of 
manufactures, totalling £216 million, suggests that a theoretical 
net saving of something approaching £100 million might be made 
in these ways. There would, however, be numerous practical 
difficulties and off-setting considerations. For example, the 
refining of oil at home might reduce the income from our overseas 
refineries; it might be a false economy to restrict imports of 
special new machinery which we could produce at home only after 
a long delay, or unduly to restrict marginal imports of any kind 
that stimulates our own manufacturers. In practice, it would 
probably be unwise to count on a net economy of more than, say, 
£60 million. 

This brief review suggests that the total saving in imports 
from an increase in home production of all kinds, after allowing 
for the needs of a growing population and a growing industrial 
production, would be unlikely to exceed, say, £65 million, a 
mere 73% of our pre-war imports. 

A reduction of anything like one-third would therefore involve 
a heavy cut in the consumption of things that are, in whole or in 
part, imported. It is a mistake to think that much could be 
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gained by keeping out obvious luxuries like champagne and 
caviare, flowers and the like. Even on a liberal interpretation, 
items such as these accounted for only a few per cent of our pre- 
war imports. Large reductions would have to be made in food 
and materials in general use. Even the restriction of our diet to 
the 1944 level would save less than 10% of our total pre-war 
imports,’ leaving large cuts to be made in the consumption 
of such items as paper, petrol, tyres, cigarettes and clothing, the 
raw materials for which are almost wholly imported, and neces- 
sitating the substitution wherever possible of home-produced 
materials such as cement for imported materials such as timber. 

We have seen that a failure of our exports to exceed the 1938 
level would involve a cut in our pre-war imports of perhaps one- 
third. While this would not mean starvation,? it would involve 
extreme austerity and inconvenience, and our full-employment 
policy would be constantly threatened by a shortage of materials. 
Even a failure to achieve our export target by a much smaller 
margin would mean substantial cuts in consumption that would 
materially affect our standard of living. 

It may seem strange that a cut in imports of a few hundred 
million pounds, trivial in comparison with our pre-war national 
income of £4,600 million, should have such a marked effect on our 
prosperity. The reason is, of course, that such a cut would entail 
disproportionate reductions in the consumption of certain com- 
modities that we cannot easily produce at home. Nearly half our 
imports were food, of which we produced only one-third of our 
total requirements, and at least one-quarter were materials of 
which our home production formed less than 10% of the total. 

Provided we can sell our exports in the required quantities, the 
effort of producing a few hundred millions more than pre-war will, 
it is true, not greatly affect our standard of living; it will require 


1 This statement is based on the following rough calculation. Pre-war food 
consumption (valued at the farm and at the port) was rather more than £600 
million. Between 1938 and 1944 civilian food consumption per head (measured 
in retail value at constant prices) fell by 11% (Impact of the War on Civilian 
Consumption in the United Kingdom, United States and Canada, H.M.S.O., 1945). 
11% of £600 million is £66 million, only 8% of our total 1938 imports of £858 
million. (An alternative calculation shows an even smaller saving.) 

* If, for example, to take an extreme case, we were forced to disregard the 
variety of our diet, and imported only cereals, we could get the same number of 
calories from our imports as before the war at a cost of less than £100 million, at 
pre-war prices, compared with the £400 million actually spent on food imports; if 
we also organised our agriculture so as to produce the maximum number of 
calories for human consumption, the import bill would be still further reduced. 
It is perhaps some consolation that, even with our total imports cut to a tenth of 
the pre-war volume, we could still avoid starvation ! 
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only, say, 1} million extra workers, out of a total labour force of 
some 20 millions. The really serious effect on our standard of 
living will arise if we cannot sell our exports, and have to cut our 
imports substantially. The main problem, in the long run, is 
thus one of selling, not of production; although the opposite is, 
of course, the case to-day. 

From this brief analysis it is clear that a very large increase 
in our exports is essential to our economic well-being. The 
possibilities of replacing imports by home production of food, 
synthetic materials and the like should certainly be explored as a 
matter of urgency, so that we may be ready to mitigate the con- 
sequences of a severe import cut, should this be necessary when 
the sellers’ market is over and the American loan exhausted. 
But sueh possibilities are limited, and it remains true that an 
increase of 75% in our exports is by no means an excessive target. 
In the rest of this article we shall examine the prospects of 
achieving such an increase; and as we proceed draw certain 
morals for our international economic policy. 


2. Lone-TeRM TRENDS 

First let us look at the course of our exports and imports over 
the last century, as portrayed (on a logarithmic scale) in Diagram I. 
The figures show the quantum (or volume) of our exports and 
imports (i.e., after allowing for changes in prices *) in each year 
as a percentage of the quantum in 1913. 

The export line fluctuates considerably, mainly as a result of 
wars and trade cycles, but if we concentrate attention on the main 
peaks of the curve, the general impression is that exports were 
rising at an ever-decreasing rate up to 1913, and falling at an ever- 
increasing rate thereafter, up to the outbreak of the recent war. 
This trend would not necessarily be a cause for disquiet were it 
not that our imports, which rose more or less in line with our 
exports during the sixty or seventy years before World War I, 
continued to rise after 1913 (roughly in line with the real national 
income as hitherto), while our exports were falling steeply. Be- 
tween 1913 and 1938 the quantum of our imports rose by a quarter, 
while the quantum of our exports fell by two-fifths.* 


1 Direct and indirect. 

2 The correction for price changes necessarily involves difficulties to which 
most index numbers are subject, and no great reliance can be placed on the final 
result, especially when long-term changes are concerned ; but the general impres- 
sion given by the diagram is probably correct. 

* This may exaggerate the fall in our exports in so far as the index-numbers 
fail to take account of improvements in quality. 
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How, then, were we able to pay for such greatly increased 
imports? The answer is twofold. First, we have been exchang- 
ing exports for imports at an increasingly advantageous rate. 
While the average sterling price of our imports was no higher 
in 1938 than in 1913, the prices fetched by our exports rose by 
about two-fifths.1 Secondly, we gave up investing abroad, and 
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began, in fact, to live on our overseas capital. In 1913 our visible 
and invisible exports not only paid for our imports, but exceeded 
them by some 30%; the margin—about £200 million—was added 
to our capital abroad. In the years 1923-29 the favourable margin 
was only 7%; between 1930 and 1937 our visible and invisible 

1 This may partly reflect improvements in quality. The index numbers on 


which the statement is based refer, strietly, to “‘ average values” rather than to 
prices. 
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exports paid for 97% of our imports; and in 1938 for only 92%. 
To pay for the remainder we were drawing on our overseas capital. 

These two developments tended to mask the fact that we were 
importing more and more and exporting less and less. But even 
if there had been no war this would sooner or later have been 
forced on our attention. Clearly we could not have continued 
indefinitely to live on our overseas capital at an ever-increasing 
rate. Moreover, the consequent need to reverse the decline in our 
exports would have forced us to offer them at a lower price, by 
depreciating sterling or otherwise; and the growth of restriction 
schemes among primary producers, the creation of “ dust-bowls,” 
and the gradual movement of the depressed agricultural popula- 
tions of the world to more lucrative openings in industry, might 
well have arrested the long-term relative decline in the price of 
our imports. 

Even before the war, then, the trend of our exports in relation 
to imports gave cause for concern. We shall see that two impor- 
tant causes of the decline in our exports after 1913 were the 
growth of tariffs and other trade barriers which limited the total 
world trade in manufactures, and the over-valuation of sterling 
which reduced our share of that trade. Both these developments 
could in principle have been reversed by a better international 
policy. But chere may also be something more fundamental 
that is making it more and more difficult to sell our exports— 
namely, the steady industrialisation of overseas countries that 
used to be good customers. 

It is often held that such industrialisation will always be to 
our advantage, but this generalisation hardly stands up to in- 
vestigation. Imagine a country with a virtual monopoly in the 
production of, say, oranges, which is not very good at producing 
anything else. Such a country may be able to build up a very 
respectable standard of living by exporting its oranges, at a good 
price, in return for the other goods it requires. If now other 
countries learn to produce cheap oranges for themselves, it is 
likely that our original orange country will suffer. In rather the 
same way we built up during the last century a large population 
on a small island which can produce only a fraction of the food 
and raw materials we require. We did this by being the world’s 
manufacturer. Even as late as 1870, with little more than 2% 
of the world’s population, we still produced one-third of the world’s 
manufactures, and two-fifths of the world’s exports of manu- 
factures came from this country. We sold our manufactures 
abroad, at a good price, to countries that could not produce them 
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for themselves, and obtained in return the food and raw materials 
we could not produce in Britain. If now all other countries learn 
to produce all kinds of manufactures, it is surely at least possible 
that this country may suffer. The process is, of course, continuing 
apace. Our share of the world’s manufacturing production had 
dropped to less than one-tenth at the outbreak of the war, and 
our share in world exports of manufactures to less than one-fifth. 

We may look at the matter in another way, and consider the 
effects of industrialisation overseas on the demand for our exports. 
It is true that we stand to gain orders for capital goods while the 
overseas countries are industrialising, and that when their stan- 
dard of living has increased they will be able to buy more of every- 
thing, including goods from this country. But, unfortunately, 
they will also reduce their purchases from us of goods, such as 
cotton goods, which they can now produce for themselves. One 
cannot say a priori what the net effect of these favourable and 
unfavourable influences is likely to be. It is at least possible that 
on balance the demand for our exports will fall. 

But is it likely that we shall suffer? The evidence from the 
past is hardly reassuring. Nearly the whole fall in the volume of 
our exports between 1913 and 1937 can be accounted for by the 
halving of our trade to the industrialised and industrialising 
countries of the world—industrial Europe, the U.S.A., Japan, 
Russia and India. These countries, together with ourselves, 
made nine-tenths of the world’s manufactures. Our exports to 
the other countries of the world, which are predominantly primary 
producers, hardly fell at all. Exports to three rapidly industrial- 
ising countries—India, Japan and Russia—actually fell by two- 
thirds, hardly a good omen for the future. Nor was this a new ten- 
dency. In the forty years before the First World War, the value of 
our exports to industrial Europe and the U.S.A. rose by little more 
than one-quarter, while exports to other countries increased two- 
and-a-half times. Seven-eighths of the rise in our exports during 
this period went to these predominantly unindustrialised countries.? 


1 The figures are as follows :— 
(£ millions.) 





Value of U.K. exports. 





1871-73. 1911-13. 











Industrial Europe and U.S.A. ; 113 145 + 32 
Other countries . j ‘ ‘. 132 345 +213 
Total . . . ‘ 245 490 +245 
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It is sometimes held that, as the world industrialises, world 
trade will increase, particularly in industrial specialities, and with 
it the trade of Britain. This again is scarcely borne out by the 
facts. Between 1913 and 1937 the world’s output of manu- 
factures doubled, but world trade in manufactures failed to rise, 
and the volume of trade between the nine main industrial coun- 
tries of the world 1 fell by about one-fifth. Trade and production 
in primary products, on the other hand, increased much more 
nearly in line, the former by about 25%, the latter by about 45%. 
It is true that the failure of trade in manufactures to expand was 
partly the result of tariffs and the like, but high and greatly 
increased tariffs were also placed on primary products,” and the 
fact that self-sufficiency can be fostered more easily in manu- 
facturing than in primary production suggests that the mutual 
advantage of international trade in manufactures may not be so 
great. 

Even, then, had there been no war, the industrialisation of 
the world might have made it more and more difficult for us to 
sell our exports abroad and to maintai: and increase the standard 
of living of our large population on this small island. (It may be 
argued that for many years we have in fact been exchanging 
our manufactures for imported food and raw materials at a 
steadily improving rate, but we have seen that this may well have 
been the result of temporary phenomena masking more funda- 
mental changes.) 

If this analysis is correct, if the industrialisation of overseas 
countries is likely to be disadvantageous to us on balance, certain 
morals can be drawn for our international economic policy. 
Clearly nothing we do will stop this industrialisation, nor should 
we, as world citizens, wish to stop it where it is the best way of 
removing poverty from the world. But we can legitimately urge, 
through the International Bank for Reconstruction and Develop- 
ment or otherwise, that in the development of backward countries 
due emphasis should be laid on primary production. This will 
certainly be in our interest as a large importer of primary products ; 
and it will often be in the interest of backward countries them- 
selves, for whom food is often the most pressing need, to begin with 
agricultural development, rather than to rush into industrialisa- 
tion for its own sake, often behind high tariff walls, the effect of 
which may be to depress rather than to raise the standard of 


1 United Kingdom, United States, Russia, Germany, France, Japan, Italy, 
Canada, India. 
2 See H. Liepmann, Tariff Levels. 
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living. For the same reasons, we stand to gain from any inter- 
national agreement which limits, in time and in degree, the pro- 
tection given to “infant ” industries. Finally, since much of the 
industrialisation of backward countries will be financed by inter- 
national lending, and since our power to make foreign loans will be 
limited for many years to come, we should welcome any provision, 
such as will apply to loans guaranteed by the International Bank, 
that foreign loans shall not be tied to exports from the lending 
countries. In this way we may at least gain orders for capital 
goods, even when they are financed by loans from other countries, 
such as America; we shall have something to set against the 
decline in demand for British goods which the industrialising 
countries are enabled to produce for themselves. 

We have seen that the war has not suddenly created an export 
problem. It has rather intensified—in enormous degree—a prob- 
lem that has been with us for many years. In the first place, we 
must now not only arrest the decline in our exports, but expand 
them by 75% in the space of a few years. We have to go back 
almost exactly a century to find such an achievement in the course 
of five years.1_ Secondly, the problem has been intensified by the 
war-time stimulus to industrialisation in certain overseas countries, 
such as Canada, Australia, India and Brazil.2_ Thirdly, we have 
lost contact with many overseas markets during the war, when our 
exports were perforce cut to 30% of the pre-war level. 


3. THE Wori~p MARKET FOR MANUFACTURES 


Let us now examine the market in which we may hope to sell 
our exports. This is, for the most part, the world market for 
manufactured goods. Before the war, manufactures, other than 
of food and drink, represented rather more than three-quarters 
of our total exports. The remainder consisted mainly of coal, 
food, drink and certain waste products of industry. It is unlikely 
that coal exports will recover even to the pre-war level for a good 
many years to come, and this decline may well offset any expansion 
in such items as whisky. In this case there will have to be an 
increase of nearly 100% in exports of manufactures, if our exports 
as a whole are to be raised by 75% above the pre-war level. 

Our exports of manufactures before the war represented only 


1 There was, of course, a very rapid recovery after 1918, but this has been 
more than matched by that of 1945-46, and our required increase of 75% has to 
be superimposed on the level reached by mid-1946, when exports were running 
at roughly the 1938 rate. 

* For an interesting survey of some of these developments, see World Economic 
Survey, 1942-44, Chapter II, and the Cotton Working Party Report. 
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about 2% of the total world consumption of manufactured goods. 
(This is true even if we interpret manufactures in a narrow sense 
so as to exclude baking, brewing and other food industries, 
building, electric power and the like, which have for the most 
part a local market, and so confine our attention largely to goods 
which can be transported fairly easily from country to country.) 
In this sense our exports formed only a very small proportion of 
the ‘‘ world market ’’ for manufactures, and it might seem at first 
sight a comparatively easy task to double them. The world’s 
consumption of manufactured goods increased during the sixty 
years before 1939 at a rate of about 34% per annum * (only one- 
fifth of this expansion being accounted for by the increase of 
population), so that if only seven months’ normal increase were 
directed to British exports, our problem would be solved! Alter- 
natively, all we need do is to capture an extra 2% of the total 
world market. 

Unfortunately, however, our task is not quite so simple as 
these figures suggest. Only about one-tenth of the world’s manu- 
facturing production entered into international trade in 1937, so 
that although the share of our exports in the world’s consumption 
of manufactures was only 2%, our share of the world’s exports of 
manufactures was about 20%. The position was somewhat as 
follows. 

TaBLeE II 
World Output and Exports of Manufactures Other than of 
Foodstuffs, 1937 ? 
(Billions of dollars.) 











Output of | Exports of 
manufactures. ; manufactures. 
U.K. ‘ ; ; ‘ ; 9 2 
Other countries ‘ ; ‘ 91 8 
World . é ~ , 100 10 











1 Industrialisation and Foreign Trade (League of Nations, ,1945), p. 14. 

2 These rough estimates are calculated mainly from figures given in Jn- 
dustrialisation and Foreign Trade; use was also made of the Review of World 
Trade and of various British production and price statistics. 

The definition of manufactures is intended to be that used in the Brussels 
International Classification for foreign trade statistics. It excludes building, 
electric power and certain coarse industrial products such as unworked metals, 
sawn wood, pulp, coke, cement and fertilisers. 

The figure for world output is arrived at after eliminating ‘‘ double counting ” 
of products entering more than once into recorded industrial output within one 
country; it will include a certain amount of double counting of goods produced 
in one country and further processed in another, but this seems correct for a 
comparison with exports. 
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If the ‘‘ world market ” is interpreted in this narrower sense, 
the task of doubling our exports of manufactures appears much 
more formidable. It is far more difficult to capture 20% than to 
capture 2% of the “ world market.” If world trade in manu- 
factures remained the same as before the war, we should have to 
win from our competitors as much as one-quarter of their pre-war 
markets. 

But it is important always to bear in mind the size of the world 
market in the wider sense, for it reminds us of another possibility 
of great importance—that of increasing the proportion of the 
world’s output of manufactures that enters into international 
trade. This has not always been a mere 10%. In the late 
‘twenties it was about 15%, and in 1913 about 20% (in 1880 it 
was probably more than 25%); but between 1913 and 1937, as 
we have seen, world manufacturing output doubled, while inter- 
national trade in manufactures failed to rise. Now, one reason 
for this, as has been suggested, may be that, as more and more 
countries learn to produce manufactures, the mutual advantage 
of international trade in manufactures becomes smaller. But 
there can be little doubt that an important contributory cause 
was the growth of tariffs, quotas and other restrictions of inter- 
national trade. In continental Europe, for example, the tariff 
level on manufactured goods nearly doubled between 1913 and 
1931,1 and there was a general growth of other restrictions. 
There can be equally little doubt that a widespread removal of 
these barriers would considerably increase the proportion of manus 
facturing output entering into international trade. If only we 
could return to the proportion of, say, the late ’twenties, world 
trade in manufactures would be increased by 50% above the pre- 
war level (even assuming world manufacturing output to be no 
greater than before the war). Our export task would then be 
vastly easier; a doubling of our exports of manufactures would be 
consistent with an increase of nearly two-fifths in our competitors’ 
exports,” a far cry from forcing them to reduce their exports by a 
quarter. 

1 Based on figures in H. Liepmann, op. cit. 


2 Putting pre-war world exports of manufactures at 100, the position would be 
roughly as follows :— 












Pre-war. Post-war. 
Us. . - ; ; . 20 40 
Others é ‘ : ; 80 110 











100 





150 











86 THE ECONOMIO JOURNAL [MAROH 


In the absence of compelling reasons to the contrary, it is 
therefore greatly in our interest to support any general inter- 
national agreement to break down barriers to international 
trade. 


4, MULTILATPRAL TRADE 


Apart from tariffs and the like, an important factor tending 
to reduce international trade in the inter-war years was the 
spread of bilateralism. Many countries, especially when faced 
with balance of payments difficulties, restricted their imports 
from countries with which they had “ unfavourable ’’ balances, 
and so tended to equalise payments and receipts, not only between 
each country and the rest of the world, but between each pair of 
countries. In the ’twenties something like one-quarter of all 
international trade was multilateral 1—+.e., the sum of all the 
“‘ unfavourable ’’ balances between pairs of countries represented 
one-quarter of international trade. If bilateralism had been 
pursued to its logieal conclusion, entirely by cutting off imports 
equal to those “‘ unfavourable ”’ balances between pairs of coun- 
tries, world trade would clearly have become one-quarter smaller. 
In fact there would have been some offset, in so far as nations 
expanded their imports from countries with which they had 
“favourable ”’ balances, to replace imports from countries with 
which their balance was “ unfavourable”; but even so the 
volume of trade would certainly have been reduced for the same 
reasons that bilateral barter between individuals does not permit 
of anything like the same volume of trade as the multilateral 
exchange which is a characteristic of all advanced communities.* 

Since, then, our interest lies in expanding world trade, we 
should clearly discourage a practice that may reduce it by any- 
thing up to one-quarter. 

There is often a very natural reluctance to admit the advan- 
tages of multilateral trade. Attention was continuously drawn 
before the war to the fact that our imports from this or that 
country were much greater than our exports to it. Why, it 
was asked, should we tolerate this? A first answer is, of course, 
that we often had important “ invisible ” exports to the country 
in question—in the form of shipping services, income on invest- 


1 The Network of World Trade (League of Nations, 1942), g.v. for a good descrip- 
tion of the trend to bilateralism in the ’thirties. 

2 It is true that bilateral agreements between pairs of countries to take each 
others’ goods may enable some trade to be done that would not otherwise take 
place. Butit by no means follows that the general adoption of bilateral practices 
would, on balance, increase world trade as a whole; for we have seen that 
bilateralism has also a strong tendency to reduce international exchange. 
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ments and so on—so that the “ unfavourable ”’ balance was not 
so great as appeared from the figures of physical exports and 
imports to which most publicity is directed. But even so there 
were many countries that paid far less to us on account of the 
various international transactions than we paid to them. Why 
should we tolerate this? The answer is that many other countries 
were in turn paying us more than we paid them. So long, indeed, 
as our payments as a whole are covered by our receipts as a whole 
—as they must be in the long run—any “ unfavourable ” balances 
with one set of countries must necessarily be offset by ‘‘ favour- 
able ” balances with others. This other side of the medal is often 
forgotten. If we go in for cutting down “ unfavourable ” 
balances—that is to say, for bilateralism—other countries, with 
whom we have “ favourable ” balances, will do the same, and we 
shall lose a part of our export trade with them. 

The quantitative importance of this for the United Kingdom 
has never, so far as I am aware, been evaluated. Only our 
balance of payments with the rest of the world as a whole has 
hitherto been estimated, not the balance with each individual 
country. The material available is admittedly unsatisfactory, 
but the importance of the problem seems to justify an attempt to 
make an estimate, however rough. This has been done for the 
year 1930. The year was chosen partly for its statistical con- 
venience, partly because our international payments and receipts 
on current account were roughly in balance in that year, and 
partly because it was just before the widespread growth of 
bilateralism in the ’thirties. 

Our balance of payments on current account in 1930 is sum- 
marised in round figures in Table ITT. 

The next task is to work out the baiance of payments with 
each of the countries (some 100 in all) with which we trade, and to 
separate those with which we had favourable and unfavourable 
balances respectively.2. This is a difficult calculation, involving a 


1 The method of presentation differs somewhat from that normally adopted ; 
in particular, imports are entered f.o.b. rather than c.i.f., and the shipping items 
are treated differently. (Sources used in estimating the necessary corrections 
include Isserlis, ‘‘ Tramp Shipping, Cargoes and Freights,” in Journal of the 
Royal Statistical Society, 1938; and Board of Trade Journal, February 23, 1933.) 
According to the Board of Trade estimate, there was a small favourable balance 
in 1930 of £28 million (24%), but in order to simplify the discussion this balance 
has been eliminated by an appropriate adjustment of the figures. 

* The greatest difficulties arise with ‘‘ invisible” exports and imports. The 
largest of these is income on overseas investments, and this was distributed be- 
tween countries mainly on the basis of Lord Kindeusley’s estimate of the geo- 
graphical distribution of our overseas investments in 1930 (Economic JOURNAL, 
June, 1933; and see also The Problem of International Investment, published by 
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Tasie IIT 


Estimated U.K. Balance of Payments on Current Account, 1930 
(Adjusted so that the final balance is nil.) 











£ millions. 
1 Payments on current account (imports f.o.b.; payments to 
foreigners for carrying our ws meine ” U.K. 
ships in overseas ports) . : : 1050 
2. Receipts on current account : 
(a) Exports of U.K. produce . . 570 
(b) Other receipts (exports of imported ‘merchandise ; in- 
come from overseas investments ; gross earnings of 


British ships carrying exports and trading between 1050 
overseas ports ; payments by foreign ships in U.K. ports ; 

government transactions, commissions, and miscellaneous 

(net)) . : : : ; ‘ . : . | 480 


3. Balance (receipts less payments) . ‘ ‘ ; ‘ ‘ — 





good many rather arbitrary assumptions. The final result, 
which is set out in Table IV, must therefore be subject to a fairly 
wide margin of error, but it is unlikely to give a false general 
impression. 
TaBLE IV 
Estimated U.K. Balance of Payments on Current Account, 1930 
(Adjusted so that the final balance is nil.) 














(£ millions.) 
Group A. Group B. 
Countries Countries 
with which | with which All 
we had a we had an countries. 
favourable | unfavourable 
balance. balance. 
1.. Payments . ; : : 460 590 1050 
2. Receipts : 
(a) Exports of U.K. produce . 380) ~ 190) . 570 K 
(b) Other receipts. . .| 3305 “10 1503 340 | ggo} 1050 
3. Balance (receipts less payments) . +250 — 250 — 














It will be seen that, of our international transactions on current 
account of rather more than £1,000 million, about one-quarter 





the Royal Institute of International Affairs). The various shipping items were 
distributed between countries largely on the basis of the Navigation Accounts, 
which give details of shipping movements at United Kingdom ports, distinguish- 
ing the nationality of vessels, and the areas from which ships have come, and to 
which they are proceeding ; Isserlis, op. cit., was also used. 

There is insufficient space to set out the calculations in further detail, but the 
foregoing will give some idea of the types of method employed. 

The small favourable balance on current account of £28 millions has been 
eliminated partly by scaling down proportionately the total receipts of the two 
groups of countries, and partly by rounding. 
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was multilateral. On our transactions with countries in Group A 
we earned a surplus of £250 million, which we used to finance a 
deficit of £250 million with countries in Group B. In other words, 
£250 million of our receipts depended on the willingness of coun- 
tries in Group A to run up “ unfavourable ”’ balances with us. 

If they had decided to eliminate these balances, we should have 
lost £250 million worth of exports, equal to more than two-fifths 
of our total visible exports of £570 million—a sobering thought 
when we tend to be carried away by the iniquity of countries in 
Group B, which spent less with us than we spent with them. It 
is true that, with a tendency to bilateralism all round, we should 
have switched some of our purchases from Group B to Group A, 
thus mitigating the cut imposed on our exports by Group A, but 
we could hardly have switched as much as £250 million. This 
would have meant a cut of over two-fifths in purchases from 


. Group B, and an increase of more than one-half in purchases from 


Group A. It is doubtful whether Group A could have supplied 
such a large part of the goods formerly bought from Group B. 
Even if this had been possible, the cost to us would have been 
much greater; the reason, after all, why we had such a large 
import surplus from Group B countries was that they could supply 
us with many commodities more cheaply than could Group A. 

The dependence of our “ visible’’ exports on multilateral 
trade is even more strikingly illustrated in Table V. This is 
merely a re-arrangement of the items in Table IV. 


TABLE V 
(£ millions.) 














Group A Group B All 
countries. | countries. | countries. 





I. Exports of U.K. produce required to 
balance accounts with each coun- 
try (1 minus 2(b) in previous 














table) 130 440 570 

II. Actual exports of U.K. produce (2(a) i 
in previous table) s 380 190 570 
Balance (IT less I) " ‘ +250 — 250 -- 





Group A countries spent nearly three times as much on our 
exports as was necessary to balance their receipts from us; in 
other words, no less than two-thirds of our exports to them 
depended on their willingness to run “ unfavourable” balances 
with us. 

Since in future we shall have such great difficulty in paying 
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for our imports, it may at first sight seem reasonable to say to 
other countries: ‘‘ We are very sorry we cannot afford to buy 
from you more than you buy from us.” But befdre embarking 
on such a policy we should do well to consider carefully the 
implications of its widespread adoption—and any general agree- 
ment to forswear such a policy would be impossible without our 
co-operation. It would, in fact, mean the deliberate sacrifice of 
many profitable openings for our exports. If countries of the A 
type allowed us to spend the currency we earned by our exports 
to them only on imports from them, and refused to allow us to 
convert it into other currencies, there would be no object, after a 
point, in any further expansion of our exports to them, even 
though their inhabitants were keen to buy more of our goods, 
and even though we were very short of goods that were, however, 
only obtainable in countries of the B type. 

Our present situation, with an export surplus to Europe and 
an import surplus from America, is a good illustration. It has 
been used as an argument for bilateralism—and there is no doubt a 
need to redirect our trade while so many currencies are incon- 
vertible; but it is also a very strong argument for the earliest 
possible general convertibility of currencies and for multi- 
lateralism.* 

In the conditions of 1930 a general policy of bilateratism would 
have meant the sacrifice of profitable openings for anything up to 
two-fifths of our exports. Conditions are now, of course, very 
different, but there is no obvious reason why the general profita- 
bility of multilateral trade should have become any smaller, and 
we can certainly not afford to sacrifice openings for two-fifths, or 
even for one-fifth, of our exports. We must sell our exports where- 
ever we can find a market, and we must be able to convert the pro- 
ceeds into any other currency, so that we can buy our imports 
where they are obtainable, and where they are cheapest; for we 
cannot afford to squander foreign exchange on imports from 
expensive sources. 


5. Our CoMPETITORS 


We have seen that our export target will be very hard to 
achieve unless total world trade in manufactures is expanded, and 
that we should therefore do everything we can to encourage the 
breaking down of impert barriers and the promotion of multi- 


1 The strength of this argument is by no means diminished by the fact that 
we are committed, under the Anglo-American Financial Agreement, to make 
sterling convertible at an early date, while other countries, according to the 
Bretton Woods agreement, are given three to five years’ grace. 
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lateral trade. But unless world trade in manufactures can be 
doubled, which is a very optimistic assumption, we shall also have 
to increase our share of that trade if we are to double our exports 


of manufactures. 
Let us therefore look at the position of our main competitors. 
Diagram II shows the value of manufactures exported by each of 


Diagram I 
World Exports of Manufactures in 1937 
Figures in billions of dollars 
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Source: Statistisches Jahrbuch fiir das Deutsche Rech 


the main industrial countries in 1937. Out of a total of 10 billion 
dellars,! we find that Germany exported 2 billion dollars worth, 
Japan nearly 1, the United Kingdom nearly 2, the United States 
rather more than 1}, and other courtries, mainly in Europe, 33. 


4 Total world exports. of all kinds were about 25 billion dollars, including 54 
billion of foodstuffs and 9} billion’of raw materials and semi-manufactures. 
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5(a). GERMANY AND JAPAN 


The first striking fact is that Germany and Japan, our two 
major enemies in World War II, exported nearly three-tenths of 
the world total. If, as a result of the peace terms, the exporting 
power of these countries is diminished, the gain to our exports 
may be substantial. If, for example, their exports were cut to 
one-half of pre-war, but world trade in manufactures stayed 
the same, the remaining countries would gain markets totalling 
1} billion doliars, at pre-war prices. If, further, this gain were 
shared in proportion to pre-war exports, ours would increase by 
about 400 million dollars—an increase of one-fifth on pre-war. 
While this would by no means solve our problem, it would be an 
important contribution. 

It is true that, as a result of Germany’s and Japan’s reduced 
importing power, we might lose, say, half of our pre-war exports 
to them; but this would be a mere 60 million dollars. It may also 
be argued that the other pre-war suppliers of Germany and Japan, 
having less to spend, would reduce their imports of manufactures ; 
but a large part (probably half at least) of their import economies 
would be in primary products vather than in manufactures, so 
that the world market for manufactures would not be reduced by 
nearly as much as German and Japanese exports were curtailed. 
Just as the sudden death of 30% of, say, the engineering workers 
in this country would greatly increase the demand for the services 
of the remaining 70%, despite the disappearance of the purchasing 
power of the 30%, so a large reduction in the manufactured 
exports of countries which supplied nearly 30% of the world’s total 
will undoubtedly benefit the remaining industrial countries. It 
must also be remembered that overseas countries’ losses of foreign 
exchange as a result of reduced exports to Germany and Japan 
will be largely offset by reduced interest payments to Britain, 
together with large annual receipts from Britain on account of the 
debts we have incurred. 

Will the power of Germany and Japan to export manufactures 
be severely curtailed? In the case of Germany this seems likely. 


1 Overseas countries will have anything up to £200 million more of foreign 
exchange per annum as a result of our heavy overseas disinvestment. Germany’s 
post-war imports have been estimated by the Control Council for Germany at 
about £100 million (at i936 prices) less than in 1936. Even after allowing for the 
general rise in prices, for other items in Germany’s balance of payments, and for 
a reduction in Japanese imports, it is therefore likely that overseas countries as a 
whole, though not necessarily individual countries, will have gained nearly as 
much foreign exchange from us as they will have lost through reduced sales to 
Germany and Japan. 
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About 7% of her industrial capacity was in the eastern area which 
is likely to be ceded to Poland ;! roughly 33% was in the Russian 
zone of occupation, and much of this—probably more than one- 
half 2—has been removed by the occupying power; a considerable 
part of the remaining 60% in the Western zones of occupation was 
destroyed by air and land warfare. There has already, therefore, 
been a big reduction, of perhaps 30% or 40%, in Germany’s 
industrial capacity. In addition, a reparations plan has been 
published * which involves the removal of further industrial plant 
from the western zones. The plan envisages a reduction in 
Germany’s industrial capacity to little more than half the 1938 
level, and a particularly severe contraction in her metal, metal- 
using and chemical industries, which supplied at least 70% of 
Germany’s pre-war exports of manufactures.° The contraction of 
the capital goods industries will, moreover, make it very difficult 
to expand exporting capacity in other, more peaceful industries, 
such as textiles and paper. 

In these circumstances it is unlikely that Germany will have 
sufficient industrial capacity, after meeting her minimum internal 
needs, to export nearly as many manufactures as before the war. 
This line of argument must not, of course, be pressed too far. 
Before the war probably 15-20% of Germany’s manufacturing 
output (other than of foodstuffs) was exported, and 80-85% used 
at home. If both manufacturing capacity and manufactured 
exports are halved, internal consumption of manufactures will be 
halved also; while if manufactured exports are maintained at the 
pre-war level, internal consumption will be further depressed, but 
only to about two-fifths of pre-war. A small difference in internal 
consumption, in other words, will make a big difference in the 
manufactures available for export, and this makes it particularly 
difficult to estimate Germany’s export possibilities. As she will 
be extremely short of the means of paying for vital imports, she 
may be willing to maintain exports at a higher level than might be 
expected, at the expense of a small further cut in internal con- 
sumption of manufactures. 

1 Including the northern part of East Prussia, which goes to Russia. 

2 The Times, September 27th, 1946. 

° This was approved by the Control Council and published on March 27th, 
1946. 

* Mechanical engineering capacity, for example, is to be reduced to 38%, 
electrical engineering to 50% of the 1938 level, steel to 39%, motor vehicles to 
26% and basic chemicals to 40% of the 1936 level. 

5 The cut is not, however, to be so severe in some of the lighter branches of 


these industries, such as pharmaceuticals, dyestuffs and precision instruments, 
which accounted for a substantial fraction of Germany’s exports. 
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Taking everything into account, however, it;seems certain that 
Germany’s exports of manufactures will be well below the pre-war 
level for a good many years to come. The Control Council’s 
estimate, which implies a cut of more than one-half in Germany’s 
1937 exports of manufactures,’ may well err, if anything, on the 
generous side. 

This will undoubtedly, as we saw, be of substantial benefit to 
our exports. Will it also assist our balance of payments? The 
danger here is that Germany’s exports may be insufficient to pay 
for imports large enough to give her what we should regard as a 
tolerable standard of living, and that we shall find ourselves, 
as one of the major occupying powers, subsidising her imports— 
as we are doing at present—which means a loss of foreign exchange. 

But surely, it may be argued, Germany can survive quite 
comfortably on imports very much lower than before the war. 
After all, she produced 85% of her food supplies, so that a small 
cut in consumption would effect a great saving in food imports 
(which accounted for about 35% of her total imports); imports 
of textiles, oil and rubber (a further 25%) could be largely replaced 
by synthetic production; her need for imports of ores (a further 
7%) will be greatly reduced by the contraction of her heavy 
industries; and a higher rate of felling in her forests would make 
timber and pulpwood imports (a further 5%) unnecessary. 

All this would be perfectly true if it did not ignore certain 
developments of the last year or so. 

In the first place, Germany is likely to lose to Poland and Russia 
one-quarter of her agricultural land, while the number of mouths to 
be fed will be nearly as great as before the war,? owing to the 
transfer of population from the East. If the pre-war diet were 
maintained, this would mean food imports nearly 24 times as 
great as before the war.* Even with a cut in consumption and a 

1 The Control Council’s estimate of total exports is 3 billion Rm. at 1936 
prices. Thisis rather less than 55% of the 1937 volume of exports; and assuming 


that exports of primary products, particularly coal and potash, will recover to at 
least the pre-war level, this means a cut of more than 50% in manufactured 
exports. 

2 In the reparations plan, the post-war population of Germany is estimated 
at 66} million, compared with 68 million in 1936. The Census taken in October 
1946 showed a total population, west of the Oder—Neisse line, of nearly 66 millions. 
This includes a “ special’ population of about 1 million, who may or may not 
remain in Germany, but excludes several million Germans who were still prisoners 
of war abroad. 

8 If pre-war food consumption be put at 100, home production at 85 and 
imports at 15, a fall of one quarter in home production, to 64, would raise the 
imports required to maintain the same total consumption to 36—i.e., to 2-4 times 
the pre-war level. 
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marked change in the diet from expensive foods like meat and eggs 
to cheaper foods like grain and potatoes, the food import bill is 
now bound to be substantial, especially until Germany’s herds 
can be rebuilt and her land can recover from the shortage of 
fertilisers. The reparations plan, in fact, appears to envisage 
food imports roughly as high as before the war. 

Secondly, as measures of military security, German production 
of synthetic oil, rubber and ammonia, ball bearings, aluminium, 
magnesium and sea-going ships is to be prohibited. These pro- 
hibitions, and the possible need to import steel because of the 
drastic cut in steel capacity, will mean a greatly increased import 
bill; although production of the first four items mentioned may be 
retained until imports can be paid for. 

One also hears of demands for payment by Germany of 
occupation cts and of interest on pre-war debts, and for the free 
delivery on reparation account of coal and other goods from 
current production. 

All these place a heavy strain, or a potential strain, on Ger- 
many’s balance of payments. Taken together with the large 
reduction in Germany’s industrial capacity, they might well make 
a balance impossible, and entail a subsidy by us which we can ill 
afford. Unless, therefore, there are compelling non-economic 
reasons to the contrary, we should oppose any demands on 
Germany’s balance of payments to which we are not already 
committed. In particular, we should exercise our right to retain 
a minimum production of such items as synthetic oil, rubber and 
ammonia, and ball bearings, unless, as seems unlikely, it becomes 
absolutely clear that imports of these can be paid for. We must 
oppose reparation deliveries of coal and the like to our allies; 
every ton of German coal exported free of charge is paid for, in 
part at least, by us, and there seems no reason why we should pay 
reparations to our allies. We should also probably oppose the 
exaction of payments on Germany’s pre-war debts. Our share in 
such payments would be small,1 our contribution to Germany’s 
increased deficit large; and Germany could pay without incur- 
ring a deficit only by greatly increased competition in our export 
markets.” 

We have seen that a contraction in Germany’s exporting 
power will be to our advantage, provided we do not have to sub- 
sidise Germany. (The same will be true of Japan.) As a result, 


1 In 1935, only about 12% of Germany’s foreign debt was owed to Britain. 
* The payment of the foreign exchange costs of occupation, on the other hand, 
might not be to our disadvantage, since a large fraction of these would accrue to us. 
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however, of all the demands that have been placed, and may be 
placed, on Germany’s balance of payments, there is a danger, first, 
that Germany will be forced to try to sell a large fraction of her 
pre-war exports, in competition with our own, and, secondly, that 
she may nevertheless fail to balance her payments, leaving us to 
pay a large part of the difference. How things will in fact work 
out it is impossible to forecast. The position in Germany is still 
obscure; whether, for example, Germany will be treated as an 
economic whole is, at the time of writing, uncertain. But it is to 
be hoped that our policy will aim at ensuring that we do not, in 
the way described, get the worst of both worlds. 


5(b). THe UNITED StaTEs 


After Germany, our largest pre-war competitor in the world 
market for manufactures was the United States; and after the 
war she will undoubtedly be our main competitor. United States 
exports of manufactures had been steadily gaining on our own in 
the sixty or seventy years before the war. In the early 1870’s they 
were a mere 7% of the British, in 1913, 45%, and in 1937, 85%.1 

Will this trend continue in the future? The United States 
certainly began the peace-time race with a big start. During the 
war her non-war exports fell by only one-third, ours by two- 
thirds.2 Nor must we forget Lend-Lease shipments, which made 
many countries more familiar with American goods; if these are 
included, American exports actually trebled in quantity during 
the war.’ The current shortage of man-power, moreover, which 
means severe competition between home and overseas consumers, 
is far greater in this country than in the United States. Even one 
year after the end of the European war, American exports of 
manufactures were still more than one and a half times our own. 

The United States was thus better able than we were, during 
the war and its aftermath, to maintain contact with her overseas 
customers. But at least as important as contacts and goodwill is 
the question of price. Here we are not starting at a disadvantage. 
Our prices and wages rose rather more than the American during 
the war, but the dollar value of sterling is 173% lower than in 


1 The United States’ total exports in 1937 were considerably greater than our 
own, on account of her much larger exports of food, raw materials and semi- 
manufactures, which made up half of her total exports. She was in fact by far 
the largest exporter of primary products, and this, together with her substantial 
exports of finished manufactures, made her the largest exporter in the world. 

2? The Impact of the War on the Civilian Consumption of the United States, 
United Kingdom and Canada, p. 14. 

% Survey of Current Business, February 1945, p. 19. 1943 and 1944 compared 
with 1936-38. 
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1938. This depreciation of the pound had fully offset any 
relative increase in our wage and price structure, even before the 
relaxation of American price control in the middle of 1946, which 
considerably improved our competitive position.’ 

What will happen in the future is much more difficult to say. 
Our prices and wages are still affected by a host of controls, sub- 
sidies and taxes which, in part’ at least, may be regarded as 
abnormal. Much will depend on our ability to prevent a wage 
inflation while attempting to secure full employment; on the 
rate at which we can increase our industrial productivity; on the 
strength of American Trade Unions; and on innumerable other 
factors. Finally, of course, the present rate of exchange between 
pound and dollar is by no means sacrosanct. 

For these reasons it is unprofitable to dwell at too great length 
on nice calculations of purchasing-power parity. More funda- 
mental is the kind of export policy the United States is going to 
pursue, and the danger that this may be unduly aggressive. There 
is a great desire in America to export, and there may at times be 
a mistaken belief that an expansion in American exports will be 
of major help in preventing unemployment there. That this 
cannot be so is clear from a glance at the orders of magnitude 
involved. It is generally agreed by American experts that, to 
avoid heavy unemployment, American output will have to be 
some 60 billion dollars a year more than in 1937 (at 1937 prices), 
and 80-90 billion more than in the slump year of 1933.4 Now, 

1 Two of the most relevant indices are set out below for what they are worth. 


The figures for the two countries are, of course, only very roughly comparable. 
The columns to be compared are numbers (1) and (3). 














(1938 = 100.) 
J.K. Month in 
U.S. U.K. dollars. | 1946 used 
dollars. sterling. (2) x 823 | in com- 
100 | parison. 
(1) (2) (3) (4) 
Average hourly earnings * 155 177 8 | 146 3 January 
Wholesale prices of manufac- | 
tured products . . ' 129 152 125 May 








? October, 1938 = 100. The U.S. figure refers to factory employees only ; 
the U.K. figure includes certain non-factory employees. 

3 If the number of workers in the various age and sex groups and in the 
various industries had remained in the same proportions as in 1938, these figures 
would be considerably lower, probably about 168 and 138. See Ministry of 
Labour Gazette, July 1946. 

* Based mainly on articles in the Survey of Current Business. See also article 
by R. D. G. Allen in London and Cambridge Economic Service Memorandum, 
No. 105, for a discussion and bibliography of the various estimates. 
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total American exports in 1937 were only 3} billion dollars, and 
of this little more than 1} billion were finished manufactures— 
the main field for expansion! Even on the most optimistic 
assumptions about the possibility of expanding world trade in 
manufactures above the level of 10 billion dollars achieved in 1937, 
and of expanding the U.S. share in that trade, and even allowing 
generously for the cumulative effect on American employment of 
an expansion in exports, it is clear that the latter could make only 
a minor contribution to solving an unemployment problem which 
may well be measured in scores of billions of dollars. 

Strictly speaking, moreover, employment will be created only 
by an increase in the export surplus of goods and services, and this 
is limited by the various factors that limit international invest- 
ment. There is, first of all, a maximum practicable rate at which 
the backward countries of the world can be developed. Even an 
enthusiast for such development, who recently examined the 
problem,” was unwilling to put the post-war “‘ investment outlet ” 
for foreign capital in Asia, South-East Europe and Latin America 
at more than 3 billion dollars a year. In the second place, there 
is a limit to the amount of international trade that can be done on 
credit if an intolerable element of instability is to be avoided. 
Seldom before has international investment exceeded 2 billion 
dollars a year.2 Even in the late ’twenties such investment 
represented only about 5% of total world international transac- 
tions on current account; and the drying up even of this small 
flow is commonly held to have been a major cause of the decline 
and dislocation of international trade in the ’thirties. 

No conceivable expansion of American exports could therefore 
go far in providing the extra demand, compared with pre-war, 
required to prevent heavy unemployment. But this will not 
necessarily prevent a demand for Government assistance to exports 
if unemployment threatens, both from those who dislike the other 
measures necessary for a full-employment policy, and from those 
groups whose interest in export trade is substantial. Now, if 
America went in for a ruthless export drive, using export subsidies, 
tied loans, bilateral bargaining and every weapon in her armoury 
to the full, the effect on our exports might well be disastrous. It 
would mean that the United States was trying to get a larger share 

1 This has certainly been true in the past. Between 1913 and 1937, for 
example, the volume of American exports of manufactures more than doubled, 
while exports of raw materials and semi-manufactures remained approximately 
the same, and exports of foodstuffs fell by more than two-fifths. 


2 Professor Staley, in World Economic Development. 
3 Staley, op. cit., p. 80. 
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in the werld market for manufactures by the use of practices 
whose repercussions might well reduce the total of world trade. 
This would be a tragedy indeed. American employment would 
not benefit appreciably, while we, dependent on imports equal to 
one-fifth of our national income compared with one-thirtieth in the 
United States, would suffer severely. 

It is therefore of the utmost importance to us, first, that the 
United States should realise that unemployment can be avoided 
only if far more American goods can somehow be sold in America ; 
and, secondly, that she should forswear as many as possible of the 
weapons she might use to push her export trade. We must never 
fail to bear this in mind when asked, as part of an international 
agreement to which the United States is a party, to forswear the 
use of these weapons ourselves. We may be tempted to think 
that, if it came to an export war, without rules, between the 
United States and ourselves, we might gain the day. But 
we must always remember, first, that the resulting dislocation 
might well reduce world trade below the level it might otherwise 
have reached, so that even if we increased our exports relatively 
to those of the United States they might still suffer on balance. 
We must remember, in the second place, that, contrary to popular 
belief, the United States’ power to force other countries to take 
her exports will almost certainly be greater than our own. Quite 
apart from the ability of a country with gold reserves of some 
20 billion dollars to offer credits on a generous scale, the dependence 
of overseas countries on the American market, and so their suscep- 
tibility to American pressure, is much greater than is commonly 
supposed. 

It is a popular fallacy that the United States imports nothing ; 
and the large flow of gold to America during the ’thirties is often 
adduced in evidence. But in fact American payments on current 
account to other countries during the years 1930-38 covered no 
less than 94% of her receipts from them; the large influx of gold 
was mainly due to the flight of foreign capital to America. 

The United States was in fact the second largest importer in 
the world, after the United Kingdom, during the inter-war years.! 
(During the ’twenties, she was even the largest importer of manu- 
factures.) Even the bigger market in the United Kingdom is 
partly a statistical illusion. In 1937, for example, American 


1 This appears to be true of every year with the possible exception of 1934 
and 1938, when Germany’s recorded imports were slightly greater. Remembering, 
however, that United States imports are recorded f.o.b. and German imports 
c.if., it is doubtful whether the latter were appreciably, if at all, greater. 
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retained imports, as recorded, were 3-0 billion dollars, while 
ours were 4-7 billion. But United States imports were recorded 
f.o.b.; ours c.i.f. If the latter were recorded f.o.b. they would 
have been only 4-1—4-2 billion dollars, reducing the difference to 
a little more than 1 billion. We must also remember the depen- 
dence of gold-producing countries on the United States. The 
“ gold scare ’’ of 1937 reminds us of the influence America could 
exert on such countries. Pre-war gold production outside the 
United States, the profitable disposal of which depended greatly 
on American policy, exceeded 1 billion dollars a year. If this is 
added to her merchandise imports, the world depended on the 
United States market as much as on our own.! 

This is a sobering thought. If ever we are tempted to use our 
bargaining power as a large importer to force other countries to 
take our exports, we would do well to remember that at least one- 
third of our exports went to countries which depended more on 
the United States market than on our own, and that those coun- 
tries include important parts of the Empire, such as Canada, 
South Africa and Malaya.? In at least one-third of our markets 
the United States could beat us at our own game. 

This was the position before the war; in future the American 
market will be even more important. In the past American 
imports have varied closely with industrial production,’ and this 
will have to be at least twice as great as before the war to ensure 
full employment. Even if America falls far short of her employ- 
ment target, her imports are certain to be substantially higher 
than in the past. The same will be true of her tourist expenditure.® 

Already, before the war, American imports of raw materials 
and of manufactures were not far short of our own. It was in 

1 In addition, America spent some 300 million dollars a year more than we did 
on foreign travel, personal remittances abroad, and silver; but this was probably 
offset by the larger payments of our ships in overseas ports. 

2 See MacDougall, “ Britain’s Bargaining Power,” in Economic JOURNAL, 
March 1946, for details. The year chosen for analysis was 1938, a year of ab- 
normally low American imports. If a different year had been chosen the pre-war 


influence of the United States in our overseas markets would have been even 
greater. 

Mr. P. C. Armstrong, of Montreal, informs me that the British market for 
Canadian gocds is more highly competitive than the American; we could more 
easily dispense with Canadian supplies than could the Americans. This would 
have to be set against the greater absolute size of Canada’s American market in 
evaluating the respective bargaining powers of the United Kingdom and the 
United States. 

3 See The United States in the World Economy, p. 8. 

4 See R. D. G. Allen, op. cit. 

5 See Lord Keynes, “The Balance of Payments of the United States,”’ in 
EcoNnoMIc JOURNAL, June 1946. 
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| food that she lagged behind, with imports only half as great as 


; ours.1 But American food imports have for many years been 
increasing by leaps and bounds. Table VI shows that they 
: doubled in quantity in the twenty-five years before this war; 


ours increased by less than two-fifths. 











TaBLE VI 
Volume of American Food Imports # 
(1923-25 = 100.) 
| Crude Manufactured 
foodstuffs. foodstuffs. 
1913 : ; ; ; 67 74 
1921-25 . ; ; ; 98 96 
, 1926-30 . ; , 109 119 
1931-35 . é : ; 110 112 
1936-40 . ‘ ; ‘ 132 148 








During the same period her food exports fell substantially. 
Table VII shows that the ratio of food exports to food imports fell 
| steadily during the present century, apart from the war-time 
quinquennium 1915-20, when, as in the recent war, the trend was 
temporarily reversed. 








, TaBLeE VII 
: , 
American Food Exports as a Percentage of American Food 

Imports * 4 
1896-1900 ; ; . . | 212 
. 1901-5 . . | 199 
1906-10 . ' . | 154 
: 1911-15 . ; ' .| 124 
1915-20 . . .| 181 
1921-25 . ; . | 123 
1926-30 . ' : ; ; 84 
’ 1931-35 . 2 5 ; : 51 
1936-40 . . ; : ; 41 








At the turn of the century America’s food exports were twice 
her food imports. By the outbreak of the recent war the position 
had been reversed. In 1898 she had a net export of farm products 

} equal to 7% of her farm production. By 1937 she had a net 
import equal to 5% of her production.® 

Nor must we forget that the population to be fed in the United 
States is still increasing quite rapidly; by 1960 it is likely to be 

1 See, e.g., Network of World Trade, p. 70. 
® Statistical Abstract of the United States, 1941. 
* Statistical Abstract of the United States, 1941. 


* General imports through 1932, imports for consumption thereafter. 
5 Clark, The Economics of 1960, p. 59, quoting Professor Pearson. 





102 THE ECONOMIC JOURNAL [MARCH 















some 20 million higher than at the outbreak of war.1 When we 
remember that our own food imports feed little more than 3@ 
million people, it appears by no means impossible that they may, 
before long, be rivalled by the food imports of the United States. 

All these facts, and many others, point to the United States 
as the leading purchaser of goods and services on the world market 
for many years to come. Her imports of raw materials and manu- 
factures may well exceed our own; sooner or later she may even 
rival us as the world’s largest food importer; in the absence of 
international agreement her policy will have a major influence 
on the gold-producing countries; her tourists will spend far more 
on foreign travel than those of any other country. When we add 
to this her ability to make loans and her general political power, 
can anyone deny the possibility that we might come off second 
best in economic warfare with the United States? It is true that 
her superior bargaining power as a large purchaser of goods and 
services is partially offset by the reputation of her market for 
instability. But this reputation is based largely on the experience 
of the thirties, and we can hardly assume that she will never learn 
to stabilise her economic activity. Her food imports, too, will 
become more stable as they form an ever growing proportion of 
American food consumption. 

The United States will be by far our largest competitor in the 
world market for manufactures; between us we may account for 
half the world’s exports. Any future threat of American depres- 
sion might be the signal for a ruthless export war without rules, in 
which we might well come off second best. Ought we not to take 
advantage of the present American desire to formulate rules now ? 


6. THE PRICE oF EXPORTS AND THE VALUE OF THE POUND 


We have now said something about our three main pre-war 
competitors in the world market for manufactures—the United 
States, Germany and Japan. These three, together with our- 
selves, accounted for two-thirds of the world total. There is no 
room for a separate discussion of our remaining competitors 
which, apart from Canada and India, were nearly all European 
countries whose trade has been even more severely dislocated 
than our own. 

But before we leave the discussion of the need to expand our 

1 The United States population in 1939 was about 131 million. According to 
Estimates of Future Population of the United States, 1940-2000 (National Resources 


Planning Board, August 1943), it will have risen, by 1960, to 157 million on the 
most favourable assumptions, and to 148 million on the least favourable. 
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share of the world market for manufactures, one general point 
must be emphasised. Our share will depend greatly on the price 
at which we sell our goods, and this can be influenced by the ex- 
change value of the pound. Our steadily declining share in the 
past must not be regarded as a tendency that can never be 
reversed; it was reversed, very sharply, by the depreciation of 
sterling in 1931, which for a time made our goods cheaper than 
those of our competitors. 

Let us look at a few figures. Diagram III (a) compares our 
experience during the twenty-five years before this war with that 
of the United States. Line A shows that, between 1913 and 1922, 
our exports of manufactures fell by some 40% in relation to those 
of the United States (our exports fell to 67%, while American 
exports rose to 115%, of the 1913 volume); and this relative fall 
continued steadily during the rest of the ’twenties. In 1932 there 
was a sudden reversal of the trend, but after 1933 it continued as 
before. Now, there are doubtless many possible explanations of 
this, but surely an important cause of the relative decline in our 
exports between 1913 and 1930 may have been the high price of 
our manufactures during the ’twenties. Line B in the chart 
shows that we were attempting to sell our manufactures during 
that period at gold prices? one-third higher than those of the 
United States in comparison with 1913. It is also noteworthy 
that if we had stabilised the pound at the 1920 rate of exchange 
(about 75% of the 1913 parity—see line C) our export prices 
would have been approximately the same as those of the United 
States in comparison with 1913. 

What effect such a decision would have had on the course of 
our exports it is impossible to say, but it is surely significant that 
the depreciation of sterling in 1931, and the corresponding fall in 
our relative export prices, was accompanied by a sharp relative 
rise in our exports of manufactures; and that when in 1933 the 
United States in turn depreciated the dollar, and our relative 
export prices rose again to a new high level, our exports fell 
steadily again, in relation to those of the United States, up to the 
outbreak of war. 

Diagram III (b) gives a similar comparison with Germany. 
Here again, between 1925 and 1931, our gold prices were con- 
siderably higher than the German in comparison with 1913, and 
our exports of manufactures fell steadily in relation to German 
exports. (It is true that, despite our higher prices, British 


1 Strictly, “‘ average values.” This correction also applies to the com- 
parisons with Germany, Japan and France. 
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exports of manufactures in the year 1925 were greater, relatively, 
than the German, but Germany was still recovering from the war 
and the inflation.) After the depreciation of sterling in 1931 our 
exports rose very steeply fo: three years, in relation to the German. 
After 1934 they fell off again, when our relative prices began to 
rise 


Finally, Diagrams III (c) and III (d) compare our experience 
during the inter-war years with that of Japan and of France, our 
next largest competitors. The inverse relation between the 
volume and gold price of our exports compared with those of 
Japan and of France is fairly apparent. Japan, it will be remem- 
bered, depreciated her currency in the ‘thirties much more than 
we did, and this partly accounts for the very large rise in our export 
prices in relation to those of Japan. 

Statistics of this sort must, of course, be used with caution. 
The definition of ‘‘ manufactures ”’ is not exactly the same in the 
United Kingdom, the United States and Germany; index- 
numbers of the type used are notoriously dangerous to interpret ; 
they are not even all calculated on the same formule; and there 
is always a danger of spurious correlation.1_ The charts will have 
fulfilled their purpose if they remind us of the obvious fact, which 
tends to be overlooked, that price is an extremely important factor 
in the selling of our exports, and that it can be affected by varia- 
tions in the exchange value of sterling. 

There is sometimes a tendency to regard our exports as rather 
insensitive to such variations. It is argued that, despite a 
depreciation of sterling by 40% after 1931, our exports never 
recovered to the pre-depression level. But this argument ignores 
two facts: first, that there was a large increase in our share of 
world exports of manufactures; secondly, that while the pound 
depreciated by two-fifths in terms of gold, it never fell by much 
more than one-quarter compared with the currencies of our com- 
petitors. One after another these all depreciated in turn, in 
greater or less degree—Japan, Canada, India, Sweden and Austria 
in 1931, the United States in 1933, Czechoslovakia and Italy in 
1934, Belgium in 1935, France, Holland and Switzerland in 1936. 
Germany retained the same nominal gold parity, but in practice 
the average value of the Reichsmark fell well below this level. 

These developments are brought together in Table VIII and 


1 For example, the bottom line of Diagram III (a) shows some tendency to 
vary inversely with general business activity, and this might possibly be explained 
by a higher proportion of capital and luxury goods in American than in British 
exports of manufactures. But 1930, 1931 and 1938 are important exceptions to 
this rule. 
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in Diagram IV. Line A in the diagram shows the value of 
sterling in terms of our competitors’ currencies, and line B the 
reciprocal of this—+.e., the value of our competitors’ currencies in 
terms of sterling. Line C is an index of our share in the total 
quantity (not value) of world exports of manufactures. 


Diagram WwW 
The Value of Sterling and the British Share 
in World Exports of Manufactures 
Index numbers 1931" 100 
A-Value ing in terms itors’ 
ehiie f ater s ovis 7 


w 
iprocal of Line A 
Lise C-ULK. dase quig of wid exports of manufactures 


Note: See Table Vill for explanations 
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It will be seen that after our depreciation in 1931 our share 
jumped by one-third, and remained at that high level for four 
years; this is all the more remarkable when we remember that 
our share had been falling steadily since 1913.1 Similarly, when 

1 Our share in the value of world exports of manufactures was reughly as 
follows: 1913, 27%; 1925, 25%; 1927, 23%; 1929, 21%; 1931, 17%. (Der 
Deutsche Aussenhandel unter der Einwirkung weltwirtschaftlicher Strukturwand- 
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the exchange value of sterling (line A) began to rise, our share fell 
off again. The inverse relation between lines A and C, and the 
close direct relation between lines B and C, are indeed striking. 
This must be partly accidental—and the same relation does not 
hold in the years before 1931—but it is worth recording that 
during the eight or nine years before this war a change of X% in 
the sterling value of our competitors’ currencies was normally 
accompanied by a change of roughly X% in our quantitative 
share of the world’s exports of manufactures. This is, of course, 
merely a statement of fact, and does not necessarily imply causal 
connexion. 
TaB.eE VIII 


The Value of Sterling and the British Share in World Exports 
of Manufactures 


(Index-numbers, 1931 = 100.) 




















1931. | 1932. | 1933. 1934. 1935. | 1936. 1937. 1938 
1. Gold value of sterling .| 100%; 72 68 62 60 60 | 60 59 
2. Gold value of competitors’ | 
currencies * ; : 100? 95 89 83 s2 | 7 | 7 70 
8. Value of sterling in terms | | 
of competitors’ cur- | 
rencies (1 as % of 2) . 100? 76 76 75 73 | 76 83 85 
4. Volume of United King- | 
dom exports of manu- | | 
factures . ° ri 100 103 106 114 124 | 126 | 139 122 
5. Volume of world exports ! 
of manufactures . 100 78 79 874 91 | 99 1144 | 108 
6. Index of United Kingdom | | ' 
share in quantity of } H 
world exports of manu- | ' 
factures (4 as % of 5). 100 131 134 131 135 | 128 | 121 , 113 
| 











1 June 1931. 

* Average of twenty-six countries (which, together with the United Kingdom, accounted for 
96% of world exports of manufactures in 1930), weighted according to value of exports of 
manufactures in 1930. 


Table VIII also shows that, by 1938, although sterling had 
depreciated by over 40% in terms of gold, it had fallen by only 
15% in relation to our competitors’ currencies. If we exclude 
the German Reichsmark, which is reckoned at the official rate, 
and so over-valued, the pound had in fact returned, on the average, 
to exactly its 1931 exchange value. 

This brief analysis suggests three morals. Finst, the quantity 
of exports we can sell will depend greatly on the price at which 
we sell them. This reminds us of the danger of relying on bi- 
lateral bargains, Empire sentiment and the like; unless we can 
sell at competitive prices, our exports will sooner or later suffer. 
Secondly, the fact that our exports are by no means unresponsive 





lungen, Statistisches Jahrbuch fiir das deutsche Reich, and Industrialisation and 
Foreign Trade.) Our share in the quantity of world exports of manufactures fell 
even more, because of the relative rise of our export prices. 
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to changes in the value of sterling points to the need of preserving 
our right to depreciate sterling if this is likely, at any future time, 
to help restore our international equilibrium, Thirdly, however, 
we have seen that even a large depreciation will have no lasting 
value if other countries follow suit; hence the desirability of an 
international agreement, such as Bretton Woods, which will allow 
us to depreciate the pound if this is necessary to restore equili- 
brium, while prohibiting unwarranted competitive depreciation, 
such as that of the United States in 1933. 

Our exports are not, of course, the only item in our balance of 
payments affected by a depreciation of sterling. The latter will, 
in particular, tend to raise the sterling price of our imports; and 
unless this reduces proportionately the quantity of our imports— 
which is unlikely in view of their essential nature—the total import 
bill, in terms of sterling, will increase. This will offset, in part or 
in whole, the higher sterling receipts from our exports. It is 
sometimes argued that the net effect will never in fact be favour- 
able, but this generalisation seems to be just as unwarranted as the 
assumption that equilibrium can always be restored by a deprecia- 
tion of the pound. 

Let us illustrate this by an arithmetical example, using 
assumptions that are by no means unplausible. A recent article 
by Mr. F. W. Paish ! set out a number of possible models of post- 
war equilibrium in our balance of payments. Let us start with 
one of these which put imports at roughly £1,900 million, exports 
at £1,650 million, and other receipts less other payments (including 
re-payment of debt) at £250 million? Now, suppose that at 
some future date imports are in fact coming in freely at a cost of 
£1,900 million, but that exports are only £1,500 million, leaving a 
deficit of £150 million after allowing for the other items. What 
now might be the effect of depreciating sterling by, say, 10%, 
assuming for simplicity’s sake that the general level of British 
prices and employment, and world trade in manufactures, remain 
constant ? 

A depreciation of sterling by 10% would mean a rise of about 
11% in the sterling value of foreign currencies. If our post-1931 
experience were repeated, our exports would then increase by 
11% —.e., by £165 million.? The sterling price of our imports 

1 Op. cit. 

2 This assumed prices of imports and exports twice as high as in 1938, so that 
the volume of imports is 11% higher and of exports 75% higher. 
3? This assumes that our exports other than of manufactures would rise in 


proportion to our exports of manufactures. It also involves other assumptions 
that need not concern us here, as this is merely an example and not a forecast. 
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would rise by a maximum of 11% if we make the pessimistic 
assumption that overseas suppliers would not reduce their prices 
in the face of a fall in British demand. On the basis of a recent 
study of our imports between the wars,’ this rise in price might 
reduce the quantity of imports by about 6%. The sterling value 
of our imports would therefore rise by rather more than 4°%4—+.e., 
by about £80 million. The efféct of depreciation on the other 
items in the balance of payments would be comparatively trivial,? 
so that the net improvement would be somewhere in the region of 
£85 million. 

While this example is not intended to forecast what would 
happen if the pound were depreciated with imports and exports 
running at the levels assumed, it does show that depreciation may 
improve our balance of payments.* But it is equally obvious that, 
after a certain point, it may not. The more our imports are 
reduced, and so confined to essentials, the less elastic is the demand 
for them likely to become; while the greater the share we obtain 
of the world market for manufactures, the smaller will be the 
elasticity of demand for our exports.* 

It follows that circumstances may exist in which, even if the 
pound is depreciated to the optimum point (from the balance of 
payments point of view), yet there will still be a deficit. 1t is 
certainly true to-day that at no rate of exchange could our pay- 
ments and receipts be balanced. This will continue to be true for 
some time yet, and perhaps even indefinitely. But this does not 
mean that the right to depreciate (or to appreciate) is worthless ; 

1 Mr. Tse-Chun Chang, in the Economic JouRNAL for June 1946, concludes 
that a 1% rise in import prices in relation to home prices, employment remaining 
the same, led to a fall of about 0-6% in the volume of imports. 

* Payments on the American and Canadian loans would go up by about £5 
million, and the cost of invisible imports (including government expenditure 
overseas) would also rise by a few million; but this might be offset, in part at 
least, by higher shipping earnings and other invisible exports. Payments on our 
sterling balances would be unaffected, provided these are fixed in terms of sterling. 
Income on our remaining investments overseas is to a large extent payable in 
sterling, but in so far as it is not, our balance of payments (in terms of sterling) 
would benefit. 

> It might be argued that an improvement of £85 million in the balance of 
payments could have been better achieved, from the British point of view, 
without depreciation and without having to send more exports abroad, by a direct 
restriction of only 44% in our imports, compared with 6% in the example. This 
raises important problems, both for economic theory and for the correct conduct of 
I.T.O. and of the Monetary Fund, but it must suffice to point out here (a) that, 
on slightly different (but equally plausible) assumptions from those used in the 
example, the problem would not arise, (6) that the danger of retaliatory import 
restrictions must be reckoned with. 

“ See International Economic Co-operation, by Professor Tinbergen. On the 
basis of statistical studies he believes this to be true of exports in general. 
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on the contrary, it is hardly conceivable that the present exchange 
value of the pound will be the best possible for our balance of 
payments for all time. What it does mean is that we must also 
have the right to restrict our imports by methods more certain 
than exchange depreciation, if we cannot otherwise achieve a 
balance. How this right may be reconciled with a general 
breaking down of trade barriers is discussed in the concluding 
section. 


7. CONCLUSION 


The achievement of our export target, which may involve a 
doubling of our manufactured exports, will be a herculean task, 
but it is not entirely beyond the bounds of possibility. If, for 
example, world trade in manufactures could be increased by one- 
quarter, and that of Germany and Japan were halved, the trade 
of the other exporting countries as a whole would increase by 
between 55% and 60%. To achieve her target, Britain would 
have in addition to increase her share in world exports of manu- 
factures by rather more than one-quarter. 

We shall clearly get nowhere near our target unless we can 
substantially increase both world trade in manufactures and our 
share of that trade. The Bretton Woods agreement and the 
proposals for an International Trade Organisation open up im- 
portant possibilities in both directions. They aim at increasing 
world trade by lowering trade barriers and developing multi- 
lateral commerce. They also provide two essential pre-requisites 
for a successful attempt to increase our share in world trade. 
First, they give us the right to depreciate the pound, if this is 
necessary to restore our balance of payments, while denying the 
right of competitive depreciation where this is unwarranted; 
and the proposed limitations on import restrictions would also 
make our exports more sensitive to a depreciation of sterling. 
Secondly, they lay down a set of rules for the fair conduct of 
export trade, which is essential to us in view of the strong economic 
position of our main competitor, the United States. These rules 
are admittedly not ideal in every detail. It may be objected, for 
example, that they allow the United States to make tied loans, 
other than through the International Bank, while we are debarred, 
under the Loan Agreement, from releasing our sterling balances 
on similar terms. There is clearly room for further discussion on 
this, on Imperial Preference, and indeed on every other matter. 
But we must never lose sight of the great advantages offered by 
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the general principles of Bretton Woods and I.T.O. to a country 
attempting to raise its exports by 75%. 

We have also seen the necessity of preserving the right to 
restrict imports, so long as our international payments and receipts 
cannot be balanced by other means. Our need to insist on this 
right seems at first sight to rule out a general lowering of trade 
barriers. How can we expect other countries to break down their 
barriers and let in our exports if we preserve the right to exclude 
theirs by import restrictions? But it is precisely this apparent 
impossibility that I.T.O. would make possible, by allowing 
countries with an unfavourable balance of payments to impose 
import restrictions, while in general denying the right to others. 
The double advantage of this provision to ourselves is apparent, 
and being an eminently reasonable general proposition, it has also 
a good chance of widespread acceptance; which country, after all, 
can be sure that it will never again suffer from balance of payments 
difficulties ? } 

One promising general line for our commercial policy is thus 
to work, with the United States, for the widest possible acceptance 
of international agreements on the lines of Bretton Woods and 
I.T.0.; and when these agreements are satisfactorily concluded 
to collaborate wholeheartedly in their operation. But there are 
some to whom this course is anathema. Our foreign trade prob- 
lem is so great, they argue, that we must forswear no weapon in 
our armoury. We must reserve the unconditional right to restrict 
imports; to vary the value of the pound; to buy from countries 
only if they will buy from us; to exploit Empire sentiment to the 
full by maintaining and extending Imperial Preference; to use 
our bargaining power as a large importer ; to subsidise our exports ; 
and possibly to build up an economic bloc, centred on London, 
from which the United States would be excluded. 

Much could be said for such a policy if we were sure that other 
countries would not follow suit. But this is rather too much to 
expect. Any hope of a widespread reduction in trade barriers 
and of reversing the trend to bilateralism would vanish, and with 

1 In this respect, I.T.O. is an advance on previous attempts to break down 
trade barriers. It recognises that countries cannot be expected never to restrict 
their imports; sometimes they have to, when they cannot export enough to pay 
forthem. I.T.O. therefore provides that imports may be restricted if this is really 
necessary, but not otherwise. Rather in the same way, the Bretton Woods 
agreement does not expect countries never to alter the value of their currency ; 
they may if it is necessary, but not otherwise. All this is a great advance in 
international co-operation. The two schemes are not a return to laissez-faire, 


as is sometimes claimed, but an attempt at conscious international planning and 
discipline. 
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it would vanish any hope of increasing world trade. The spread 
of bilateral balancing of payments would rule out, as described 
earlier, a large field of expansion for British exports. The restric- 
tion of world trade as a whole would make necessary a much larger 
increase in the British share, if we were to achieve our export 
target; while at the same time this would be made more difficult 
by our inability to depreciate sterling witheut fear of unwarranted 
competitive depreciation and of offsetting tariffs and quotas 
against our exports. 

Those who advocate a course that would have these results 
must therefore have great faith in our bargaining strength. But 
if, as we have tried to show, it is in fact smaller than that of the 
United States, this would hardly pull us through. A dollar bloc 
would undoubtedly be formed to counter the sterling bloc, and 
even the structure of Imperial Preference might crack under the 
strain. Many important countries of the Empire, including 
Canada, South Africa and Malaya, are, as we saw, more dependent 
on the United States than on Britain, and it would be unwise to 
rely on the imperial sentiment of countries like India; these four 
countries alone accounted for nearly half our export trade to the 
Empire. 

The bargaining power of this country as a large importer is 
often exaggerated. It is easy to quote a few outstanding examples, 
such as New Zealand and Denmark, of countries which are greatly 
dependent on our market. We too often forget the large part of 
our trade done with countries that are not so dependent. As was 
shown in a previous article,! one-half of our pre-war trade was 
with countries which either depended on our market for one-fifth 
or less of their exports, or were even more dependent on some 
other market, usually that of the United States. Most of these 
countries could dispense with our market without great hardship 
if we tried to make them take our exports against their will; 
others would be driven into the rival dollar bloc. We might have 
more success with the remaining countries, which are more 
dependent on our market. But would it be wise, when we have 
to expand our exports by 75%, to rely on trade with a bloc that 
has hitherto taken only half our exports (and supplied only half our 
imports), and which includes such countries as India, the Argentine 
and the pre-war Baltic states, where our political influence is 
uncertain ? 

A sterling bloc is sometimes advocated as a method of isolating 
ourselves from the possible effects of an American slump. The 
1 Economic JOURNAL, March 1946. 
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trouble is that it would also isolate us from a large part of the 
world’s markets. It is true that a severe American slump, and 
the consequent fall in her imports, might set in train a cumulative 
downswing in world trade; but the remedy lies, not in an anti- 
American bloc, but in the scarce currency principle (proposed by 
the Americans themselves and embodied in the Bretton Woods 
agreement), which would enable the rest of the world to discrimin- 
ate against United States exports, and so to isolate the disease.! 

It is sometimes argued that if Germany—a smaller importer 
than ourselves—could make a success of bilateral bargaining, we 
could do even better. But is the example of a country whose 
quantitative share of world trade in manufactures fell by nearly 
a quarter between 1931 and 1937 one to be followed in our present 
position ? 

The demand for our exports in the past, as we have seen, has 
been greatly influenced by the price at which they have been 
offered in the world market. There is no reason to doubt that 
this will continue to be so. Bilateral bargaining and other forms 
of pressure may be of temporary assistance, but in the long run 
they are much more likely to restrict our trade, especially when 
other countries follow suit. 

The correct commercial policy for Britain is, of course, a matter 
of judgment. But if the analysis of this article is correct, it 
would be folly indeed to throw over the undoubted advantages 
offered by the current proposals for international agreements, just 
because we wished to reserve the right to use expedients which are 
more likely to be harmful than helpful. 

This conclusion is not based on any theoretical arguments 
about the economic or political advantages of freer trade; it does 
not arise from any prejudice for international action for its own 
sake; nor have we even mentioned that this country is committed 
to a certain line of action by Article VII of the Mutual Aid Agree- 
ment and by the terms of the Financial Agreement with the United 
States. The sole criterion has been what is likely to be economi- 
cally best for this country at the present juncture. 


G. D. A. MacDoucaLL 
Wadham College, 
Oxford. 
1 See R. F. Harrod, A Pave of British Folly. It may be that the detailed 


provisions of the scarce currency and related clauses require further examination, 
and perbaps amendment, but the principle is right. 


No. 225—vou. Lvm. 
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America’s Stake in Britain’s Future. By Grorce Sovute. 
(London: Oxford University Press, 1946. Pp. xvi + 232. 
10s. 6d.) 


It is one of the ironies of these times that twice in twenty years 
U.S.A. and U.K. have swung politically in opposite directions. 
In 1932 Roosevelt’s first radical New Deal Administration was 
offset by the economising governments of Messrs. MacDonald, 
Baldwin and Chamberlain; and now it appears that the Labour 
Government may be embarrassed by the resurgence of unre- 
generate Republicanism across the Atlantic. The vociferous 
minority of isolationists on the lunatic fringe of all parties in both 
countries notwithstanding, U.S.A. and U.K. are committed to a 
substantial concert of action in the future no less than in the past. 
The plain fact is that the majority in both countries happen to 
think alike on the elementary issues of political morality. The 
reluctant guardians of Western democracy rely heavily upon this 
tacit alliance in their several emergencies but are rarely brought to 
admit it; and it is heartening to have from an American pen in 
1946 so forthright a statement of the economic basis of mutual 
dependance. 

Mr. Soule’s thesis is simple—so simple that it is constantly 
being forgotten, the fate of many a truism too familiar to be much 
thought about. With Russia occupied economically at home and 
likely to remain so, there are in international trade neither a Big 
Four, nor a Big Three, but only a Big Two, the U.S.A. and the 
U.K. The link is forged not by direct exchange, but by the 
Empire and all similarly placed countries which want to buy what 
Britain has to sell and must themselves sell the commodities which 
the U.S.A. still needs to buy—the triangle of trade made familiar 
by all primers on international trade and now appearing in the 
Board of Trade advertisements. There is always the danger (and 
can any Briton deny it?) that pressure to export will tempt 
Britain to withdraw from the international system and seek a 
private salvation in a series of bi-lateral deals. Excluded from 
this ring, the U.S.A. will play the part of our principal competitor. 
This prospect is overcast in Mr. Soule’s view by the shadow of a 
mounting and bitter rivalry in trade between a reconstituted 
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sterling bloc and a U.S.A. bent on resolving the domestic problem 
of high income by exporting the surplus. “It is”, he remarks 
“a commonplace of American history that (economic) differences 
of this kind have caused more trouble between England and 
America than any other source of possible dispute.” He includes 
1776 and 1812 in this class and argues that, finally and most 
disastrous of all, the economic disagreements of the twenties and 
thirties led Hitler to believe that the underlying interests of 
America and the Empire were essentially divergent and could be 
split to the Nazis’ advantage. 

Mr. Soule’s nightmare is the possibility that the seeds of a 
third world war might germinate in the fissures caused by mis- 
understandings across the Atlantic. He is anxious, therefore, to 
convince his countrymen that Britain cannot be expected lightly 
to forgo the apparent security of the sterling bloc for the hazards 
of multi-lateral trading without some pledge from them. “If it 
were possible for the United States to offer Britain a credible 
assurance that this country will not suffer any profound depression 
in the visible future, the basis for agreement on almost every other 
economic problem would exist.” 

Mr. Soule advocates succinctly and with vigour the case for 
free(r) world trade now disguised in the fancy dress of multi- 
lateralism and indicates the minimum conditions to which 
Americans must submit in the regulation of their internal economy 
if they are to qualify as reasonable international citizens. His 
account of British affairs suffers from the date on which it was 
written—he had received his galleys by the time the Labour 
Government was returned to power in 1945. But he will be read, 
on this side of the Atlantic at least, less for his summary of the 
fashion in which we British propose to organise our way of life 
than for the urgency with which he argues with Americans that 
an irresponsible private enterprise may be as great an enemy 
to world freedom as any planned and regimented economy. 
Economists who are concerned for the future of Anglo-American 
relations will find in this book the encouragement which comes to 
all true believers on meeting another of the faithful and it can be 
commended particularly to those who, recognising that there is 
room on this planet economically speaking, for only one world 
still require reassurance that place as equal members can be found 


in it for both the U.K. and the U.S.A. 
XILBERT WALKER 
University of Birmingham. 

















International Implications of Full Employment in Great Britain. 
By Auuan G. B. Fisner. ‘(London and New York: Royal 
Institute of International Affairs, 1946. Pp. 202. 15s.) 


Tuts book seeks to examine the possibilities of conflict between 
two obligations to both of which the United Kingdom stands 
committed—on the one hand to maintain “ full employment,” 
and, on the other, to strive for the reconstruction of an “ open ” 
international economic system. What it succeeds in doing 
perhaps better is uttering a warning against particular dangers 
which Professor Fisher sees in the unduly rigorous interpretation 
of the former of these obligations. For he is largely concerned 
to point out once more that the pursuit of security—in this 
instance security of employment—is, in a certain sense, and 
beyond a certain point, inconsistent with the maintenance of the 
highest degree of flexibility and the highest rate of economic 
progress. 

The point is, of course, an important one; it is, however, still 
more important to define the limits of its validity, and to do that, 
it is necessary to pursue certain distinctions further than Professor 
Fisher has done, and, more particularly, to arrive at definite con- 
clusions about some of the relevant quantities. In the early 
chapters of the book, for instance, the concept of full employment 
is discussed, and the difficulty of arriving at a satisfactory definiton 
is stressed. While, however, the distinction is drawn between a 
policy which seeks to maintain the total number of jobs and one 
which seeks to guarantee particular jobs the reader may well feel 
that the implications of the distinction are not fully brought out 
in the following chapters. Again, Professor Fisher points out 
(p. 34) that a policy of maintaining aggregate effective demand at 
a high and steady level will still leave structural unemployment 
in existence; but how important purely structural employment 
may be expected to be (or has been in the past) in relation to what 
is generally, though loosely, called “ cyclical ’’ unemployment he 
does not attempt to estimate. 

A similar point arises in the discussion of changes in foreign 
demand. In Chapter VIII, the distinction is made between those 
changes which arise from income fluctuations abroad and those 
which arise from a number of other causes, the latter being given 
rather more attention on the ground that they have received less 
than their due in most current discussion. But what is their due? 
It is of central importance to the whole subject discussed in this 
book to have some estimate of the quantitative importance for the 
British economy of the various disturbances which have occurred 
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in the past, or may occur in the future, in other countries; and 
Professor Fisher’s argument, like that of many other writers, 
suffers from the lack of such an estimate. Admittedly, there are 
so many variables in question that it is impossible to exhaust the 
situations that are reasonably probable, and still more so to 
predict the future; but the reader would welcome a working-out, 
on the basis of experience, of the difference that might be made by 
even one important factor, such as the level of income in the 
United States. 

Apart from this absence of quantitative fixed points in a large 
part of the field of discussion, there are a few further omissions 
which the reader may regret. One is the absence of a more 
systematic discussion of the assumptions on which an “ open 
economic system ”’ is justified, and the extent to which they 
correspond to the real world. Perhaps this would be out of pro- 
portion in a book intended mainly for the general reader; in one 
instance, however, it might have served to direct Professor 
Fisher’s fire towards a target which he can hardly have wished to 
ignore. The “infant industry argument” for protection—the 
only one with any claim to respectability in terms of classical 
economics—surely demands serious discussion here. Another 
omission with some practical consequences for the completeness 
and cogency of Professor Fisher’s argument is that of a fuller 
consideration of the problem of securing equilibrium in inter- 
national payments. After all, the question whether full employ- 
ment and an open economic system are compatible is largely the 
question whether it is possible to secure rectification of dis- 
equilibria in the balance of payments without quantitative 
restrictions and without using domestic income-variations as an 
instrument of adjustment. 

Yet, when all this is said, Professor Fisher’s general argument 
for an open system, no matter what our internal commitments are, 
remains a powerful and persuasive one, and his incidental remarks 
also contain much practical wisdom. In writing this book, he was 
assisted, or hindered (or perhaps both) by a committee, two 
sections of which contributed comments, reproduced at the end. 
Those readers who have seen drafts of their own undergoing 
“prolonged discussion ” such as that to which, as we are told, - 
each chapter was subjected, will be particularly anxious to 
congratulate the author on the individuality and readability of 


his final product. 
A. J. Brown 
London. 
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Readings in the Theory of Income Distribution, selected by a 
Committee of the American Economic Association. (Phila- 
delphia: The Blakiston Company, 1946. Pp. 718 + xvi. 
$ 4.25.) 


THESE reprints (mostly of articles, in a few cases from books), 
of which this is the third volume in the series, are so serviceable 
to both teacher and student as to make one reluctant to voice any 
word of criticism. Articles in periodicals are apt, with rare 
exceptions, to be soon forgotten; and even where diligence is 
combined with good advice and liberal library facilities the task of 
searching out the gold among the dross from such varied sources is 
likely to baffle all but the most painstaking and discerning student. 
A selection of this kind within a single cover (especially a cover 
which the publishers tell us is so sturdy as to be “ vermin- 
proof and water-resisting ” and capable of being “ cleaned with 
soap ’’) is calculated to smooth the path both of teacher and of 
student in no small degree. 

The very existence of so attractive a selection is apt, however, 
to cast a deeper shadow over work that has failed to qualify for 
inclusion and which remains in its pristine and ephemeral state; 
and, unless the choice has been made with great care, there is a 
danger that contributions of enduring value, because they fall 
outside the spotlight, may suffer greater neglect than previously. 
There is a tendency for volumes of this kind to acquire the 
character of “ set texts ” and to bound the horizon of the average 
student. It is natural, perhaps, that the bulk of the selections 
here should be from American sources (the Economic JOURNAL 
and The Review of Economic Studies are each represented once, 
Economica twice; and there are two excerpts from books origin- 
ating in this country, out of a total of thirty-two excerpts). 
But some may feel that thereis a more substantial lack of balance 
in the fact that, among 200 pages devoted to interest-theory, the 
viewpoint of The General Theory of Employment is represented 
only by seven pages from the attenuated contribution by Lord 
Keynes to Essays in Honor of Irving Fisher. Where issues of 
current controversy are involved, it would seem to be essential 
that the reader should be presented with a fairly full exposition 
of the theory under discussion as well as with comment and 
criticism of it. Yet here these seven pages of exposition have to 
suffice as the peg upon which are hung three much longer articles 
of critique and interpretation. The interest-theories of Professor 
Hayek and Professor Knight are more generously represented; 
the former by a longish article on ‘ The Mythology of Capital,” 
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reprinted from T'he Quarterly Journal of 1935-36, and the latter 
by a recent contribution to the Americanised Encyclopedia 
Britannica in 1946. One also gets a sense of lack of balance from 
the shortness of the sections on Profit and Rent, which are repre- 
sented by four excerpts and by two respectively. But the excuse 
here may be that little has recently been written on these aspects 
of distribution. 

More important, perhaps, is the impression one derives from 
the volume as a whole that it is rather overweighted with dis- 
cussions of formal techniques and contains remarkably little of 
discussion about real problems, in particular about the historical 
and institutional factors which determine the actual distribution 
of personal incomes in given situations. With the exception of a 
too-brief introductory survey by Professor J. M. Clark and two 
interesting articles by Mary Bowman and Dr. Kuznets (which 
discuss, inter alia, the Pareto, Gini, Lorenz and Gibrat measures of 
inequality), distribution theory is apparently identified with the 
theory of marginal productivity; and it is significant that the 
only senses in which concepts of “ surplus ” and “ exploitation ”’ 
are considered (save in passing references) are the senses associated 
with inelastic supply-schedules or demand-schedules. One is 
even led to wonder whether some of the discussion about the rate 
of interest properly belongs to the theory of distribution (if the 
latter is to be regarded as having any distinctive meaning). 

Among notable articles in this volume one should mention 
Professor Chamberlin’s analysis of the impact of monopolistic 
competition upon the theory of marginal productivity and a 
stimulating discussion of cost conditions and distribution in the 
short period by Professor Stigler (with special attention to the 
influence of indivisibility of factors and inadaptibility of technical 
combinations). Professor D. H. Robertson is represented by 
reprints of “‘ Wage Grumbles ” from Economic Fragments and of 
the opening chapter of his Essays in Monetary Theory; Mr. Hicks 
by his well-known (but for most students refined and elusive 
Econometrica article on “‘ Mr. Keynes and the Classics ” ; Professor 
Robbins by his 1930 discussion of the elasticity of effort-demand for 
income; Dr. Kaletki by the famous first chapter of his Hssays ; 
and Mr. Lerner by a less known discussion of Say’s Law and the 
connection between wage and price movements. There are 
welcome reprints of Mrs. Robinson’s note on the classification of 
inventions, of Professor Lange’s ‘‘ Note on Innovations ” and of 
Dr. Dunlop’s article on the wage policies of trade unions (not from 
the Economic JourNAL but from the American Economic Review). 








120 THE ECONOMIC JOURNAL [MARCH 


Mr. Kenneth Boulding discusses the concept of surplus in terms of 
indifference curves; and one of the two reprints from Economica 
(the only author apart from Professors Clark and Knight to make 
any reference to the history of theory) takes rather a long time to 
remind us that the classical theory of rent rested on the treatment 
of land as a whole confronted with its composite uses (or with one 
dominant use). The volume closes with an impressive 47-page 
bibliography of articles on the national income and its distribution 
between 1920 and 1945, compiled by Mr. Frank Norton, Jnr. 
Maurice Doss 
Cambridge. 


La Crise du Capitalisme et le Probléme de V Economie Dirigée. 
By B. V. Damatas. (Paris: Presses Universitaires de 
France, 1946. Pp. 327. Frs. 240.) 


M. Damatas endeavours to explain in popular terms how it 
comes about that our economic system sets up a chronic tendency 
for a lack of balance between production and consumption. His 
central thesis is very similar to Rosa Luxemburg’s version of the 
Marxian theory. Profits—so the argument runs—cannot be 
“ realised,”’ and investment cannot persist, in a closed economy ; 
unless there is zero saving, therefore, full production over extended 
periods can only result from the operation of external factors— 
mainly from an expansion in gold mining—or, in case of single 
countries, from an excess of exports over imports. It is possible 
to accept this answer although in this case it is based on rather 
naive arguments which take little account of the determinants of 
home investment. It is a pity that the author is so unfamiliar 
with contemporary economics, which in his view have nothing to 
contribute to the problem (p. 88). Keynes’ General Theory is 
listed in the bibliography but is not exploited in the text; and 
Beveridge (on Full Employment) is misunderstood to argue that 
an export drive or control of imports are necessary for creating 
jobs (p. 253). As it stands the analytical part of the book, which 
ranges widely over the theory of prices, wages, the structure of 
industry and so on, could have been written by a heretical theorist 
some decades ago. The development of the imperfect competition 
type of analysis seems to have escaped the author altogether. 

M. Damalas’ reflections on policy are not very instructive. 
That socialist planning offers a practical solution to the “ capitalist 
crisis ”’ may be true, but the chapter on the economics of planning 
is so vague and thin that it will hardly convince the unbiased 
reader. It is somewhat surprising that the author accepts public 
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works (internationally synchronised) as a possible alternative ; 
for his criticism of the various new plans for international trade— 
and in particular of the original British plan—seems to imply that 
attempts at solving the problem of surpluses and unwanted exports 
are in any case bound to fail in a capitalist economy (p. 251). 
But this is perhaps a minor point. It is less easy, however, to 
find an excuse for the exceedingly poor treatment of the internal 
aspects of employment policy. Surely, the questions whether or 
not public works are a waste, and whether the supply of money 
can be increased without harm in times of unemployment, do not 


nearly exhaust the subject; they hardly touch it. 


The reviewer is bound to add that M. Damaias’ book contains 
so many repetitions and digressions that it severely taxes the 


patience of the reader. 
K. MANDELBAUM 


The Institute of Statistics, 
Oxford. 


Roaring Century 1846-1946. By R. J. CrurksHank. (London: 
Hamish Hamilton, 1946. Pp. 280. 12s. 6d.) 


Tuts book, full of colour and pithy wisdom, is popular in the 
good sense of that word. It is not a centenary history of the 
Daily News, but a history of England as seen in the files of the 
Daily News (now News Chronicle) whose first editor was Charles 
Dickens. Very properly, therefore, the writer develops his story 
with the aid of the scenes and characters portrayed by Dickens. 
Podsnap, Dombey, Carker and Merdle are, of course, drawn on 
freely: also Sir Leicester Dedlock, though with less success, 
because he surely was a failure in Dickens himself. So closely are 
fact and fiction interwoven that we find ourselves wishing that the 
Dickens characters were indexed, as well as the historical figures. 

We may call the book social history, as Trevelyan has 
written it: for us, but social history is in large part an angle of 
economic history: and especially is this seen in Chapters IV to 
X:—‘ The Roar of the Railways”; ‘“‘ Newspapers, Posts and 
Cables”; ‘The Social Fabric”; “‘ Middle Class Triumph ”’; 
“The Century Amuses Itself”; “The Cry of the Children ”; 
“Towards Health.” I also found Chapters XIII “ The Rise of 
Sport” and XIV “ The Ballet of Costume ” (which is a history 
of male and female attire) not only interesting, but provocative of 
a desire for a closer knowledge of the economics of sport and 
fashion; for truly “fashion mirrors history” (p. 220). The 
writer’s touch in fields that economic historians have studied 
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closely, is refreshingly sure. In his love of alliteration he allows 
himself the wrong word now and then, as, for example, “‘ Richard 
Le Gallienne in quest of the Golden Girl, and Barney Barnato in 
quest of gold ” (when we look for ‘‘ diamonds ’’), and “ sea power 
and golden guineas ’’ (when there were no guineas). He has also 
a weak middle period, the England of 1875-85, where Dicey, the 
Tory lawyer, is so strong, namely in demonstrating the contribu- 
tion of Benthamite liberalism towards what Dicey calls Collec- 
tivism. However, with this book and Dicey’s Law and Opinion in 
our minds we can all of us answer triumphantly the now stock 
question upon the value of the novel as a source of economic 
history. 

After Lytton Strachey it is not easy to find better sayings 
about Queen Victoria and the Prince Consort. But Mr. Cruik- 
shank recalls for us Punch’s cartoon of 1846 “‘ Tell me, oh tell me, 
dearest Albert, have you any railway shares ?”’ and gives us what 
I seem to collect from R. S. Lambert’s Hudson “ It’s all ’umbug, 
your Royal ’Ighness.’’ Alfred Marshall was fond of reminding us 
how the Lancashire cotton operatives supported the North against 
their own interest during the American Civil War, and this is 
introduced in connection with Harriet Martineau’s leaders for the 
Daily News on behalf of Lincoln and abolition. There are some 
excellent photographs of persons, buildings and pictorial repre- 
sentations of famous episodes; and last but not least the preface 
contains the timely reminder that “ it is in the ’forties or ’fifties 
of each century, not in the 00’s, that the great decisions have been 
reached which have sent Western civilisation on a new tack... .” 
The quotation is from an unpublished MS. by Mr. Geoffrey 


Crowther, and the Oliver Twist in us asks for more. 
C. R. Fay 


Cambridge. 








NOTES AND MEMORANDA 


CurRENT Topics 


Mp. R. F. Harrod is engaged in writing a Life of the late Lord 
Keynes at the request of the family. Mr. Harrod would be 
grateful if owners of letters or documents by Lord Keynes, 
especially of those in his own handwriting, would communicate 
with him at Christ Church, Oxford. 





THE New Year’s Honours List included a Barony for Sir 
Walter Layton, a Knighthood for Professor Alexander Gray, and 
a C.M.G. for Mr. Austin Robinson. We offer them all our 
congratulations. 





THE recent re-allocation of ministerial posts has brought three 
economists into new positions. Mr. H. A. Marquand has become 
Paymaster-General; Mr. J. H. Wilson has been made Secretary 
of the Department of Overseas Trade; Mr. E. F. M. Durbin has 
been made Parliamentary Secretary to the Ministry of Works. 
Mr. Hugh Gaitskell remains Parliamentary Secretary to the 
Ministry of Fuel and Power. With Dr. Hugh Dalton as Chancellor 
of the Exchequer, economists are now playing a prominent part. 





May we voice the protest of many economists at the bungles 
and confusions that have attended the publication of the papers 
relating to the First Session of the Preparatory Committee of the 
United Nations Conference on Trade and Employment? The 
Conference was discussing matters of the greatest importance to 
the economic future of this country and of the world. Economists 
were particularly anxious to see the relevant documents, including 
the draft Charter of the International Trade Organisation. The 
papers, as we understand, were first allowed informally to obtain 
a certain amount of currency among privileged recipients. When 
copies ultimately became available through the Stationery Office, 
they carried neither imprint nor place of publication. Book- 
sellers were wholly ignorant as to how they could be obtained, 
and every obstacle appeared to be put in the way of their legiti- 
mate acquirement. The United Nations would appear to have 
fallen very far below the high standard of the League of Nations 
in all these matters. 
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TuE Trustees of the Houblon-Norman Fund invite applications 
for Fellowships or Grants in aid of research into the working of 
financial and business institutions in Great Britain and elsewhere 
and the economic conditions affecting them. Apart from ex- 
ceptional cases, awards will be confined to British-born subjects 
normally resident in the United Kingdom and will take effect from 
October 1, 1947. Fellowships will be awarded for one year, 
renewable for a second year: and the amount of all awards will 
depend upon the circumstances of the candidate and the likely 
expenses of his work. Applications should be made not later than 
March 31, and forms of application may be obtained from the 
Secretary of the Fund (H. C. B. Mynors), c/o the Bank of England, 
London, E.C.2. 





THE following have compounded for life membership of the 
Royal Economic Society :— 


Andrews, J. W. V. Hood, Wm. C. Perkins, C. N. Ward. 
Barr, J. R. Ireland, S. H. Rasminsky, L. 
Barry, W. Johnson, H. G. Russell, B. H. 
Bell, L. E. Jones, J. K. Sharma, B. R. 
Benjamin, W. Kenny, J. Silberston, Z. A. 
Brearly, D. P. Logan, E. A. Sim, L. T. 
Brech, R. J. McCulloch, J. Srinivasan, R. 
Caston, G. 8. H. Macfadyen, Sir Eric. Stamp, Prof. L. D. 
Chen, Dr. C. Martin, D. B. Striker, M. 
Coleman, H. D. Merino, F. G. Tapscott, P. M. 
Cox, D. Mitchell, J. R. Taylor, R. G. 
Davis, R. M. Moore, E. G. Thambiah, 8. 
Furness, E. Mullins, A. F. J. Thompson, A. A. 
Garg, K. Myint, H. Thornton, M. J. 
Harding, Major G. Natesan, Prof. L. A. Weeks, H. T. 

W. C. Pandya, A. B. Wilson, Alex. 
Hoffman, Dr. M. L. Patel, I. G. Wilson, R. H. 
Hollom, J. Q. Patinkin, D. 


The following have been admitted to membership of the 
Society :— 


Aaronovitch, S. Allan, K. Amofah, F. E. B. 
Adams, W. 8. Allen, C. L. Andersen, C. W. 
Adelman, M. A. Allsopp, J. R. Andrew, C. W. 
Aimson, H. W. Amerasinghe, 8. D. Andrew, David. 


Allan, A. R. Amerasinghe, T. P. Andrews, H. C. 
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Ashton, J. 
Atkinson, F. J. 
Baker, B. H. 
Banerjee, R. N. 
Baran, P. A. 
Barua, J. 

Basu, G. C. 
Bateson, J. E. 
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** British Association, Section F. The British Association will 
resume its Annual Meetings at Dundee during August and Sep- 
tember. The President of Section F for the year is Professor 
D. H. Robertson. Papers will be read on Social Accounting, 
Compensation in Nationalised Industries, Trade Cycle Theory, 
Public Expenditure, and a paper on the work of Lord Keynes. A 
joint discussion has been arranged with the Psychology Section 
on Industrial Incentives. Correspondence on the work of the 
Section should be addressed to the Recorder of the Section, 
Professor P. Ford, University College, Southampton.” 





WE have been informed that a one-year Diploma Course in 
Town and Country Planning will be starting in September at the 
School of Planning and Research for Regional Development, 
34 Gordon Square, W.C.1. 





Mr. [an Bowen, Fellow of All Souls College, Oxford, and lately 
in charge of Statistics in the Ministry of Works, has been appointed 
Professor of Economics and Commerce at University College, Hull. 





Mr. GitBeRtT WALKER has been appointed to the Mitsui 
Professorship of Finance in the University of Birmingham in 
succession to Professor J. G. Smith. Mr. Walker served during 
the war in the Ministry of Supply and in the British Supply 
Mission in Washington. 





Mr. James Meapz, the Director of the Economic Section 
of the Cabinet Secretariat, has been obliged for reasons of health 
to tender his resignation from the Government service with effect 
from September 1 next. The Prime Minister has approved the 
appointment in his place of Mr. Robert Hall, Fellow of Trinity 
College, Oxford. 





Tue Royal Economic Society would be glad to obtain re- 
turned copies of this and the previous issue of the Economic 
JOURNAL. Any member who may care to return copies in good 
condition to the Assistant Secretary, Mr. S. J. Buttress, 
6 Humberstone Road, Cambridge, will be paid 3s. 6d. for 
each issue. 
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of the Public Domain: R. Freund. The Eastward Movement of Cattle 
from the Oregon Country : J.O. OtrpHANT. The Rise of ihe Nonpartisan 
League in North Dakota, 1915-1917: T. Satouros. Was Slavery 
Unprofitable in the Ante-Bellum South ?: R. W. Smrru. 

Aprit 1946. The Western Middle West, 1900-1914: J.D. Hicxs. The 
Traffic in Farm Produce in Seventeenth-Century England : G. E. Fussexu. 
Hog Raising and Hog Driving in the Region of.the French Broad River : 
E.C. Burnett. Prelude to the Antirent War of 1845 in Delaware County, 
New York: A. J. ALEXANDER. Rural Indiana in Transition, 1850- 
1860: H. L. Canter. The History of Settlement and Land Use in the 
Bent Creek Forest: W. A. Nessirr and A. NEetsBoy. 

JuLty 1946. The United States Department of Agriculture during the Com- 
missionership : a study in politics, administration and Technology, 1862- 
1889: E. D. Ross. The Cattle Distemper in Mid-Eighteenth-Century 
England: C. F. Mutietrr. The Federal Reserve Policy and the Agri- 
cultural Depression of 1920-1921: A. S. Linx. James Tilton’s Notes on 
the Agriculture of Delaware in 1788 : R. O. BAusMAN and J. A. MUNROE. 
Records in the National Archives Relating to the Range Cattle Industry, 
1865-1895: H. Kaun. 

OcroBER 1946. Mount Hope and its Dairy Catile: E. P. PRENTICE. 
The Rise of Official Statistical Cartography in Austria, Prussia and the 
United States, 1855-1872: F. Moov. Shingle Making on the Lesser 
Waters of the Big Creek of the French Broad River: E. C. BURNETT. 
The Expansion and Decline of the Nonpartisan League in the Western 
Middle West, 1917-1921: T. Satouros. Major Trends in California 
Agriculture : H. 8. REep. 


Journal of Farm Economics. 
NovEMBER 1946. Government Egg Programs during Wartime: G. LEviN. 
Wartime Meat Policies: W. D. Arant. The Tobacco Program: Ex- 
ception or Portent?: C. M. Harptn. Can Prices Allocate Resources in 
American Agriculture? : J. M. Brewster and H.L. Parsons. Income 
Stability in High-Risk Farming Areas: C. P. Hetsia. The Delermina- 
tion of Military Subsistence Requirements: 8S. Hoos. Production 
Functions from a Random Sample of Farms: E. O. Heapy. Notes on 
Developments in Agricultural Policy and Program in the United Kingdom : 
J. D. Buack. 
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Foreign Affairs. 

OcToBEeR 1946. The Beam and the Mote: R. Votes and Vetoes: J. B. 
Reston. TJ'wenty Years of Russo-German Relations: 1919-1939: 
J. W. WHEELER-BENNETT. Europe Debates Nationalization : BARBARA 
Warp. The Bermuda Plan: World Pattern for Air Transport: J.C. 
Coorer. Two Currents in World Labor: E. H. Carr. The End of 
Arabian Isolation: G. de Gaury. Force under a Modern Law of 
Nations: P. C. Jessup. Manchuria: a key area: H. F. Barn. 
Trusteeship Aspirations: Str Rosert Howtanpd. Light on Nazi 
Foreign Policy: Dewitt C. Poote. A Test of Socialism in New 
Zealand: M. T. GREENE. 

JANUARY 1947. The Nuremberg Trial: Landmark in Law: H. L. 
Stimson. Peacemaking at Paris : Success, Failure or Farce ? : Haroup 
NicHoitson. Disarmament in the Atomic Age: A. W. DuttEs. The 
Conflict Over Trade Ideologies: H. Frets. Austria Infelix : K. GRuBER. 
Bevin and His Critics: R. Buacksurn. U.S. Strategic Bases and Col- 
lective Security: H. W. Wetcert. Unfinished Business in the Philip- 
pines: L. H. Prnx. Hopeful Factors in the British Economy: 8S. R. 
Dennison. The Straits: Crux of World Politics: AuMED Stxris 
Esmer. The Foreign Service in Transition: W. P. Mappox. Shaw, 
War and Peace: 1894 to 1919: W. Irvine. New Trends in Dutch 
Foreign Policy: J.:{BaREntTs. 


La Revue Economique et Sociale. 

OcToBER 1946. Perspectives sur noire ravitaillement: H. Broussr. La 
conjoncture économique: J. VAUBAN. De la conjoncture mondiale aux 
problémes frangais: J.-P. Raupnitz. L’opinion américaine devant 
la rivalité économique anglaise: R. Picarp. La réforme administrative : 
C. Metiac. Développement des coopératives de culture sur les hauts 
plateaux algériens : G. GAUMONT. 


Revue d’Economie Politique. 

JULY-SEPTEMBER 1946. L’@uvre financiére d’Antonio De Viti De Marco 
(1* partie): G. DenHove. Sur la détermination de Véquilibre économique 
en V’absence du plein emploi : G. LETINIER. Essai sur la conciliation des 
théories de l’équilibre économique dans les relations internationales: J. 
Sriper. l’Ltat industriel et V Etat arbitre: XXX. 


Population. 

JULY-SEPTEMBER 1946. Faits et problémes du jour: A.Sauvy. Esquisse 
dune étude démographique de VUnion Soviétique: P. Grorcre. La 
Révolution frangaise et le probléme de la population: M. Rrrnwarp. 
Conséquences de six années de guerre sur la population francaise: P. 
Vincent. Logement et population: A. Sauvy. Richesses miniéres et 
peuplement : Lorraine, Sarre et Ruhr: A. Micuot. La Guerre biologique 
(1933-45) : population de l’ Allemagne et des pays voisins: A. Sauvy 
and 8. LEDERMANN. Politique sociale et démographique au Danemark : 
J. DouBLet. Quelques aspects généraux de l’évolution démographique aux 
Pays-Bas : J. Daric. 


Bulletin de VInstitut de Science Economique Appliquée. 

No. 1, SepTrEMBER 1946. Budget et inflation: Joan Ropinson. L’avenir 
du revenu national anglais: P.-N. RosENSTEIN-RopANn. L’avenir de la 
prospérité américaine : P.-N. ROSENSTEIN-Ropan. Le probléme capital 
de l’économie américaine: O. NatHan. Les problémes techniques et 
sociaux de Vagriculture anglaise: A. C. RicumMonp. Les tendances 
générales de V’évolution économique: T. GAARLUND. L’industrie britan- 
nique du charbon:: R. J. HARRIson CHURCH. 


Bulletin de VInstitut de Recherches Economiques et Sociales. 


JANUARY 1946. D’une politique du volume de l'emploi en Belgique: L.-H. 
Dupriez. Emploi et revenus en économie ouverte : théorie et application 
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a Vévolution belge et britannique de 19194 1939 : R.DeHEM. Introduction 
aux chroniques de la conjoncture économique de la Belgique: L.-H. 
Dupriez et Y. URBAIN. 

FEBRUARY 1946. Chronique de la conjoncture économique de la Belgique : 
Y. Urpain. Les facteurs essentiels de la situation économique inter- 
nationale : J. JUSSIANT. Statistiques économiques courantes. 

Aprit 1946. Les finances publiques belges depuis la libération: A.-E. 
JANSSEN. Les finances privées: E. Matrren. Le mouvement social 
en 1945: A. Woronorr. Le nouvel aspect du probléme charbonnier 
belge : C. DEMEURE. La sidérurgie belge en 1945: M. Prseters. Les 
métaux non-ferreux en 1945: R. DE StrycKer. L’industrie textile en 
1945: C. Haustrate. La construction: F. BaupHurin. L’agriculture 
belge depuis la libération: A. vAN Hourtre. Le commerce extérieur : 
J. Cotarp. Les transports intérieurs : Y. URBAIN. 

SEPTEMBER 1946. Chronique de la conjoncture économique de la Belgique : 
Y. URBAIN. 

NovEMBER 1946. Etudes sur la construction des routes en Belgique: L. 
Gtnicor. La réglementation de Vindustrie de L’électricité aux Etats-Unis : 
G. vAN Hecke. Un sophisme économique : le ‘‘ salaire proportionnel ”’ : 
ht. DEHEM. 

DECEMBER 1946. Dimensions de la sociologie: J. LectERcQ. Les prob- 
lémes de la psychologie sociale: D. DE MontTPretiieR. Limitation de 
Vobservation externe en sociologie: P. DE Birr. Enquéte sur la religion des 
intellectuels : N. DE VOLDER. Recrutement et mobilité sociale des uni- 
versitaires ; CLAIRE LEPLAE. Perspectives de l’étude des opinions: J. 
MAQUET. 


Etudes et Conjoncture. Economie Mondiale. 


SEPTEMBER 1946. Apergu général sur la situation économique mondiale. 
Les matiéres premiércs et la conjoncture mondiale. L’évolution de la 
situation économique dans les pays étrangers: Suéde, Grande-Bretagne, 
Etats-Unis, Brésil, L’inflation dans le Moyen-Orient. L’analyse du 
cott de la distribution aux Etats-Unis. Le quatriéme plan quinquennal 
et Vindustrie soviétique. Le marché de la soie grége en Extréme-Orient. 


Etudes et Conjoncture. Union Frangaise. 


AuGuUST-SEPTEMBER 1946. La_ situation démographique et sanitaire. 
Salaires, prix, et leurs rapports avec la consommation. Crédit et finances 
publiques. Commerce extérieur. Agriculiure et ravitaillement. Indus- 
trie. La parl des importations de denrées alimentaires dans le ravitaille- 
ment. L’évolution des superficies cultivées en blé depuis la guerre. Le 
cotit de la reconstruction agricole de la France et son rendement. Les 
indices de la production industrielle. 


De Economist. 


OcToBER—-NOVEMBER 1946. Hen mondiale vedselpolitiek : E. DE VRIES. 
A critical narrative of the origins and proceedings of the Food and 
Agricultural Organisation (F.A.O.) of the United Nations. Much of the 
article is concerned with Sir John Boyd Orr’s “ Proposals for a World 
Food Board,’’ which is summarised and criticised. The suggestions 
with regard to price stabilisation and one world price, as also the sug- 
gestions regarding buffer-stocks are considered in detail. Throughout, 
the discussion is related to the situation in Holland and the Dutch Indies. 
De geldomzet in het berenbedrijf van 1795-1940 : J. Bamrt. An essay 
in economic history dealing with the attitude of the farming community 
to money in the period under survey. The writer comments on the 
scarcity of documentary material bearing on the subject, and deals with 
the increase of capital and of working capital. In the early periods 
there was an absence of money on the farms, so that there was in effect 
a non-monetary economy. The farmers preferred metallic money to 
paper money. One section deals with the question: ‘‘ What did the 
farmer do with his money?’”’ Although Serrurier as far back as 1807 
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said that “‘ agriculture is an industry in the true sense of the word,” 

it was not until late that the farmer began to think in terms of out- 

goings and incomings. 

DECEMBER 1946. De financieel-economische verhouding tusschen Nederland 
en Nederlandsche-Indié voor den tweeden wereldoorlog en de geschiedenis 
van het Indische geldwezen gedurende de jaren 1900-39 : A. M. DE Jona. 
The purpose of this lengthy article is “‘(1) to give a sketch of the 
financial-economic relations between Holland and the Dutch-Indies, as 
these had developed in the decennia preceding the outbreak of the 
second world-war; and (2) against the background of this sketch, to 
describe in broad outline the history of the Dutch—Indian currency 
system for the period 1900-39.” In the first section the writer indicates 
that the importance of the Dutch-Indies has increasingly come to lie in 
its providing a field for capital investment. It is difficult to estimate 
how much Dutch capital has been invested in the Indies, but certain 
indications are given. The elements entering into the Balance of Pay- 
ments are discussed. The Dutch-Indies paid in goods; it was a 
‘“‘mature borrowing country.’ The second section is devoted to a 
detailed history of the Dutch-Indian currency system for the period 
1900-1939, but in fact it goes back to the fundamental Dutch—Indian 
measure of 1854. 

Erasmus. 

Vot.I, No.I, January 1947. (This new publication, which is exclusively 

devoted to reviews of recent works, includes a section on economics with 

the following reviews)—J. A. Schumpeter, Capitalism, Socialism and 

Democracy: W. RoOpxke. J. Tinbergen, International Economic Co- 

operation: E. Kine. Colin Clark, The Economics of 1960: J. Trx- 

BERGEN. R. F. Harrod, A Page of British Folly: D. J. Moraan. 


Rotterdamsche Bankvereeniging. 
No. 3, 1946. Post-War Sweden compared with Holland. Aspects of the 
Monetary Position in Holland. Industrial Expansion. In Parts of the 
East Indies Reconstruction Started. 


Kyklos. 

Vou. I, No. 1, 1947. (This is the first issue of this new journal. The 
Editorial Board and the address from which it can be obtained will be 
found on p. 669 of the Economic JouRNAL of December 1946). Less 
Stabilisation : More Stability: A. G. B. FisHer. A Critical Review of 
the Discussions on Full-Employment : J. DOBRETSBERGER. Wirtschaft 
und Wirtschafts ; lehre nach zwei Weltkriegen: E. Satin. Offene und 
zurtickgestaute Inflation: W. Ropxe. Le financement de la guerre en 
Allemagne : PER JACOBSSON. 


Schweizerische Zeitschrift fiir Volkswirtschaft und Statistik. 

OcToBER 1946. Gedanken zum-Theorem von Bernoulli: C. Grint. Das 
Harmoniegesetz der Statistik: Hine Buchbesprechung: W. Kutt. 
Biologische Statistik durch materialgerechte Klasseneinteilung: E. 
Hintzscue. Bemerkungen zum Petersburger Problem: L. V. FURLAN. 

DECEMBER 1946. Die Stellung der Landwirtschaft im Konkurrenzsystem : 
V. F. Wacner. Die Paritdtsforderung der schweizerischen Landwirt- 
schaft: E. Geyer. Die Paritétsforderung der schweizerischen Land- 
wirtschaft. Hine Richtigstellung und Ergénzung : A. Hunt. 

FEBRUARY 1947. Die Entwicklungsstufen der Werttheorie: TH. von 
STACKELBERG. The Netherlands Central Economic Plan for 1947: JAN 
TINBERGEN. Zur Modelltechnik: E. Fern. Das russische lellgeld des 
Mittelalters nach einem arabischen Bericht: C. E. Duster. 


Giornale Degli Economist. 
JuLty—Avueust 1946. Umberto Ricci: C. Bresctani-TuRRONI. An 
obituary and classified list of publications. Della teoria dinamica: E. 
Fossat1. Imperfect knowledge and not variation of data is the 
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essential new consideration when time is introduced into analysis. 
Statics, with perfect knowledge, can thus be regarded as the limiting 


“cc 


case of dynamics. In the individual’s ‘‘ plan”’ for the disposition of 
his resources over time the principle that equal numbers of units of a 
good give equal intensities of satisfaction at different moments is sub- 
stituted for the principle of the diminishing utility of successive units. 
The conditions for maximisation of satisfaction are given for a case in 
which uncertainty is present. La Liberta economica e la creazione dei 
capitali : A. GamBiIno. The downfall of “‘ laisser-faire ’’ doctrine in the 
field of capital formation, and the ability, tried in practice and sanctioned 
by theory, for investment to “ anticipate ”’ saving up to the level of full 
ernployment of resources. Sul concetto in genere di rischio e di rischio 
statico e dinamico: R. Maaer. Risk can be thought of as the difference 
between an objective calculation of the probability of an event happen- 
ing and the judgement as to its probability made by the person taking 
action. The relation between “measurable risk ’’ and “ uncertainty ”’ is 
discussed, and the importance of the latter in economic development 
stressed. Uncertainty, giving rise to imperfect adjustment of resources, 
must be paid for by consumers over and above costs of production. 
Assensi e dissensi: A. Lorta. Il problema dei consigli di gestione : 
A. Maccuioro. In a modern firm the conflict of interests internally 
is not merely between classes but between functions, and in a private 
enterprise economy the interests of capital are the same as those of the 
firm as a whole. Capital (the management) must “ utilise ’’ labour so 
long as the final object of the firm is maximisation of profit. For these 
and other reasons Joint Production Councils with powers of management 
are not likely to lead either to efficiency or to progressive socialisation. 
It is suggested that J.P.C.’s with powers of consultation and also of 
supervision and audit would be useful. L’imposta sui redditi variabili 
e incertt: P. Gennaro. A demonstration of the proposition that the 
more usual types of progressive tax fall more heavily on variable than 
constant and on uncertain than certain incomes. La politica commerciale 
del’ A.R.A.R.: E. Rosst. The policy of the organisation for disposing 
of surplus war material. A method of competitive tender with a base 
price determined by a conditional private treaty has been found the 
most successful. La logica e i principi generali dell’economia: E. Z. 
A review of Principi generali di logica economica by GIOVANNI DEMARIA. 
Gli Ammodernamenti alla teoria degli scambi internazionali : G. DEMARIA. 
A review of the book of that name by AMEDEO GAMBINO. 


Rivista di Economia Agraria. 

Vou. I, No. 1, March 1946. Problemi della mezzadria: L. Ernavupt. 
Considerazioni sul carattere economico della attivita agricola : G. PRont. 
La produzione lorda dell’agricoltura italiana negli anni immediatamente 
precedenti la guerra: D. PERINI. 


Review of the Economic Conditions in Italy (Banco di Roma). 
Vou. I, No. 1, January 1947. The Exchange Rate of the Italian Lira: 
C. B. Turront. 
Moneda y Crédito. 


SEPTEMBER 1946. El problema creado por las fdbricas: W. ROPKE. 
Lord Keynes, explorador de la ciencia econdmica: L. Ouartaca. El 
marginalismo clasico: A. V. Parpo. El proceso de amortizacién de la 
industria eléctrica esparola: A. B. ANTONMIRALLES. Los seguros 
sociales en Espana, II: M. LARANA ¥ LEGUINA. 


El Trimestre Econémico. 


JANUARY—MarcH 1947. La carta geogradfica de Mexico: M. Meptna- 

Diversos tipos de desequilihrio econdmico internacional: V. L. URQUIDI 
y E. F. Hurrapo. Disquisicién keynesiana: G. BERNACER. Ex post 
Berndcer : J. SAENz. La tasa del dinero en México: A. L. INARRITU. 
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José Marta Quirés: ‘ Balanza del Comercio Maritimo de Veracruz” e 
ideas econdmicas : R. 8. Smitrx. Preliminares politicos al primer tratado 
de comercio entre México y Espanta: C. B. Garcia. 


Index. 
No. 170, DeEcEMBER 1946. Economic Survey, September—December 1946. 
Supplement, December 1946. How Swedish Tax Laws Affect Persons 
Removing into or from Sweden or Residing Abroad: E. GrisEer. 
Supplement B, December 1946. The Reconstruction of World Trade and 
Swedish Trade Policy : GUNNAR MyRDAL. 


Dkonomi og Politik. 

ApriIL—JUNE 1946. Japan under Besaettelsen. U.S.A.og Verdenshandelens 
Genopbygning. Dardanellerproblemet. Kravet om industrielt Demokrati. 
Tyskland efter Kapitulationen. Den okonomiske Udvikling 1 Danmark. 
Den internationale ekonomiske Situation. Politisk Kronik. 

JULY-SEPTEMBER 1946. Kinesiske Problemer, Danmarks Samhandel med 
Tyskland. Italien efter Krigen. Internationale Ernaerings og Landbrugs 
problemer efter Krigen. Dem fijerde Republiks Forfatning. Den okono- 
miske Udvikling 1 Danmark. Den internationale okonomiske Situation. 
Politisk Kronik. 

L’ Egypte Contemporaine. 

Marcu-Aprit 1946. De la responsabilité de V Etat du fait des dommages 
occastonnés par des emeutes ou des troubles publics: AHMED Moussa. 
Limite de la dette publique ou déficit permanent ?: F. NEUMARK. 


Planovoe Khoziaistvo (Planned Economy), Moscow. 

No. 4, 1946. Forestalling Disproportions in the National Economy : one 
of the most important problems of planning: G. KoOSIACHENKO. 
Machine Building and the Development of Technique in the New Five- 
Year Plan: P. Nrxrrimx. The Soviet Method of Industrialisation : 
E. Loxsuin. Raising the Productivity of Labour in Industry: A. 
Gricortev. The Strengthening of Economic Calculation in the New 
Five-Year Plan: 8. Turetsxy. New Documents of V. I. Lenin on 
Socialist Construction: I. GuapKov. The Economic Rebirth of Demo- 
cratic Poland: N. PUKHLOV. 

No. 5, 1946. Planning in the Post-war Period and the New Structure of 
Gosplan. The Fundamental Statute of Collective Farms: V. DMITRIEV. 
Problems of the Metallurgical Industry of the North-West : ACADEMICIAN 
I. Barpin, A. Prosst, V. Rickman. Differential Rent in Socialist 
Agricultural Economy : E. SoutertinsKata. Economic Contradictions 
in Capitalist Countries after the War: L. EVENTOV. 


Iktisat Fakiiltesi Mecmuasi (Revue de la Faculté des Sciences Economiques 
de V Université d’ Istanbul). 
Aprit—Juty 1945. Rekabet prensipi ve hiir cemiyet nizami: AYDIN 
Yaron. Oyun ve kiitiir: G. KessuEr. 





NEW BOOKS. 


British. 


Aprams (M.) (Ed.). Britain and Her Export Trade. London : 
Pilot Press, 1947. 84”. Pp. 329. 15s. 

[To be reviewed.] 

Basu (Saroxy Kumar). Recent Banking Developments. Cal- 
cutta: Book Exchange, 1946. 7”. Pp. 262. Rs. 7.8. 


[This is a useful and scholarly small study of recent banking practice, with 
special emphasis on central bank policies. It is not confined to Indian problems 
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and deals fully and satisfactorily with recent practice in U.S.A., Great Britain 
andthe Dominions. The latter part of the book represents an attempt to estimate 
post-war trends. Included in this is a section on the future rate of interest. 
The author, while recognising the possible dangers of cheap money, suggests that 
governments will probably have to depend less upon a high interest rate and more 
on other more direct methods to combat inflation, because of the obvious effects 
of high rates on the burden of the National Debt.] 

CiaRK (G. N.). The Wealth of England from 1496 to 1760. (The 
Home University Library Series.) . London : Oxford University Press, 
1946. 6%”. Pp. 199. 3s. 6d. 


[To be reviewed. ] 


CoLE (G. D. H.). Co-operation, Labour and Socialism. Leicester : 
Co-operative Co-partnership Committee, 1946. 7”. Pp. 15. 6d. 
[The Thomas Blandford Memorial Lecture, delivered in November, 1946.] 


Doss (M. H.). Wages. London: Nisbet and Co. and Cambridge 
University Press, 1946. 7”. Pp. xiv + 222. 6s. 


[New edition, to be reviewed.] 


Dopp (E. E.). The New Malaya. London: Fabian Publications 
and Victor Gollancz, 1946. 8}”. Pp. 32. Ils. 

[This useful pamphlet is mainly concerned with the political problems of the 
Malayan Union and the upheavals consequent upon occupation and re-occupation.] 

Ganeuti (B. N.). Reconstruction of India’s Foreign Trade. 
New Delhi: Indian Council of World Affairs; Bombay and London: 
Oxford University Press, 1947. 8}”. Pp. 244. 12s. 6d. 


[To be reviewed. ] 


Hat (J. E. D.). Labour’s First Year. London: Penguin Books, 
1947. 7°. Pp. 213. Is. 

[Mr. Hall, who is a member of Parliamentary Press Gallery, gives a short 
ay of the run of the principal debates of the first year of the present govern- 
ment. 

Hare (A. E.C.). Report on Industrial Relations in New Zealand. 
Wellington : Whitcombe and Tombs (London: J. M. Dent), 1947. 
93”. Pp. 375. 10s. 6d. 


[To be reviewed.] 


HawTrey (R.G.). Bretton Woods, for Better or Worse. London: 
Longmans, Green, 1946. 73”. Pp. 142. 7s. 6d. 


[To be reviewed.] 


HELLEINER (K. F.) (Ed.). Readings in European Economic 
History. Toronto: University Press, 1946. 9”. Pp. ix + 437. 
$4.75. 


[To be reviewed.] 


Housing in Canada, A Factual Summary, October, 1946. Ottawa : 
Central Mortgage and Housing Corporation, 1946. 93”. Pp. 58. 
25 cents. 

(This is the first issue of a new quarterly publication which will deal with the 
problems of housing in Canada. The first part gives in narrative form the main 
outlines. It covers population trends, house-building activity from 1922 onwards, 
government aid, loans and mortgages, building materials, labour supplies, and 
costs. Part II presents in tabular form the data relating to all these problems. ] 

Innis (H. A.). Political Economy in the Modern State. Toronto : 
Ryerson Press (London: Hatchards), 1946. 9’. Pp. xvii + 270. 
21s. 

[To be reviewed. ]} 
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Isaac (J.). Economics of Migration. London: Kegan Paul, 
Trench, Trubner, 1947. 84”. Pp. xii + 285. 18s. 

[To be reviewed. ] 

June (NawaB Mir Nawaz) and Iyenear (S. Kesava). The 
A.B.C. of Central Banking, with special reference to India and 
Hyderabad. Bangalore: Bangalore Printing and Publishing Co., 
1946. 10”. Pp. ix + 555. 40s. 

[To be reviewed.] 

KENDALL (Guy). Charles Kingsley and His Ideas. London: 
Hutchinson, 1946. 9”. Pp. 190. 2l1s. 

[To be reviewed.] 

Laxpawata (D. T.). Justice in Taxation in India, with special 
reference to British Gujarat. Bombay: Popular Book Depot, 1946. 
9”. Pp. xviii + 312. Rs. 12.8. 


[This book contains a general discussion of equity in taxation followed by a 
practical attempt to measure for Gujarat the actual incidence of total taxation 
of all kinds on different income groups. If Dr. Lakdawala’s estimates of con- 
sumption of indirectly taxed goods are assumed to be right, he shows a total 
tax system that is considerably regressive at the lower end but progressive at the 
topend. Total tax on an annual income of Rs. 250 would be 4-9%, falling to 4-5% 
on Rs. 500, and to 2-1% on Rs. 2,000. But thenceforth it rises to 6:1% on 
Rs. 5,000 and 8-5% on Rs. 10,000, and reaches about 53-2% on an income of 
Rs. 30 lakhs. ] 


Lutyens (E.) and ABERCROMBIE (P.). A Plan for the City and 
County of Kingston upon Hull. London and Hull: A. Brown and 
Sons, 1945. 14”. Pp. 84. 15s. 


[This luscious book describes in the fullest pictorial detail the physical back- 
ground to the economic and social life of Hull. It contains a beautiful series 
of large-scale maps and large photographs showing suburban development, road 
and rail communications, population distribution, educational facilities, open 
spaces, land-utilisation, and finally magnificent re-development plans and 
sketches prepared under the direction of Sir Edwin Lutyens and Sir Patrick 
Abercrombie. The whole scheme is on the heroic scale. One hardly dares to 
ask what are the economic possibilities of its achievement. The answer to the 
question “ What will the plan cost?” is that “the result will be a figure that 
may well be staggering.” But it is argued that it is only the first stage that 
represents immediate cost to the Authority; that the majority of what it is 
planned to do must be done anyhow, whether planned or unplanned; that gains 
in improvements of health and efficiency must be set against costs. Granted; 
but it still is proper to ask in what period of time the man-power likely to be 
available could hope to achieve a plan on this scale. Hull—alas!—is not the only 
town to be reconstructed. If the answer is within the bounds of possibility, 
then all the arguments of the architects are good and cogent. And if, as may 
be feared, the progress would be so slow that temporary expedients would con- 
stantly be necessary to maintain the continuing life of the city, then the best 
may easily become the enemy of the good.] 


McGrecor (A.GRANT). End Wages Conflict. London: Williams, 
Lea and Co., 1947. 7”. Pp. ll. 9d. 

[The author argues that wage increases must be made from time to time to 
keep effective demand as high as is needed; that a central wages board should 
determine what increases are justified by technical progress and assign the increases 
by districts so as to equate supply and demand for labour in each district; a 
district wages board would allocate the district increases between employers, and 
they in turn between their various wage earners. ] 

Masani (Minoo). Pictureofa Plan. Bombay and London: Oxford 
University Press, 1946. 8”. Pp. 63. 3s. 6d. 

(This gaily illustrated booklet gives in pictorial and diagrammatic form the 
main features of the Bombay Plan. It is a very fine achievement in popular 
presentation. It is very much to be hoped that amid the present political 
struggles the underlying economic needs of India do not become forgotten.] 
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MayuHew (C. P.). Socialist Economic Planning: the overall 
picture. London: Fabian Publications and Victor Gollancz, 1946. 
84". Pp. 24. 6d. 


[A well-written and lucid pamphlet which sets out the system of planning, 
roughly as it now exists, and shows how total expenditure on consumption and 
investment is, or should be, kept in step with productive capacity. Whenheturns 
to the machinery for doing this in a deflationary rather than an inflationary environ- 
ment, so that an increase of consumption or of investment would be necessary, 
Mr. Mayhew is surely a little optimistic in treating the whole of public authorities’ 
expenditure as under effective control by the central government. It may be 
possible to control local authority expenditure negatively. But does the 
machinery exist to ensure increases a‘ the desire of the central government, if 
local authorities decide that they wish, as they did after 1931, to economise ?] 


MEINHARDT (P.). Inventions, Patents and Monopoly. London: 
Stevens and Sons, 1946. 8}”. Pp. xvi + 352. 25s. 


[To be reviewed. ] 


Memorandum issued by the Electricity Supply Industry on the 
Report by the Fuel and Power Advisory Council (dated March 1946, 
Cmd. 6762) on Domestic Fuel Policy. London: British Electrical 
Development Association, 1946. 93”. Pp. 16. 


[This Memorandum criticises the Report of the Fuel and Power Advisory 
Council under the Chairmanship of Sir Ernest Simon. The Memorandum urges 
a virtually complete concentration on the use of electricity for all domestic 
heating and cooling purposes. But the only statistical evidence given in support 
is based on a,poll of members of H.M. Forces and of workers in Industry. No 
comparative figures of costs with gas, solid fuel and electricity are given.] 


Morrison (HERBERT). Economic Planning. London: Institute 
of Public Administration, 1947. 84”. Pp. 16. ls. 


[This is a convenient reprint of the paper read by Mr. Herbert Morrison to the 
eg of Public Administration in October 1946, and currently reported in the 
Press. 

Normano (J. F.). The Spirit of American Economics. With a 
supplement, The Development of Canadian Economic Ideas, by A. R. M. 
Lower. London: Dennis Dobson, 1946. 9”. Pp. 241. 15s. 

[The American edition of this book was reviewed in the April 1945 issue of 
the Economic JOURNAL. ] 

Old People. Report of a Survey Committee on the Problems of 
Ageing and the Care of Old People under the Chairmanship of B. 
Seebohm Rowntree. London: Oxford University Press (for the 
Nuffield Foundation), 1947. 83”. Pp. 201. 3s. 6d. 


[To be reviewed. ] 


Picou (A.C.). A Study in Public Finance. London: Macmillan, 
1947. 9”. Pp. xviii + 285. 16s. 


[New edition, to be reviewed.] 


Ponsonsy (C.). Wootton: The History of an Oxfordshire Parish. 
London : Oxford University Press, 1947. 9”. Pp. 140. 21s. 


[To be reviewed. ] 


Problems of Distribution in Australia. No. I, A survey of Distri- 
bution. The Case for a Census. Melbourne: Department of Com- 
merce, University of Melbourne (London: Geoffrey Cumberlege), 
83”. Pp. 40. 2s. 

[This is a plea for a census of distribution (in the sense of channels of retail 


trade) in Australia. It gives a brief account of the problem in regard to dis- 
tribution statistics in U.S.A., Canada, U.K. and various Dominions. ] 
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The Proposed Revision of the Institute’s Educational System. 
London : Institute of Actuaries, 1946. 9”. Pp. 38. 

[The Institute of Actuaries has recently proposed certain important revisions 
in its educational system, following the recommendations made by a Sub-Com- 
mittee under the Chairmanship of Mr. E. H. Lever, which have since been 
approved by the Council. The present booklet contains an interesting discussion 
of the problems of training for the Actuarial profession, and the proposed 
syllabuses. It is suggested that increased emphasis shall be placed in future on 
the economic background to problems of investment. ] 


Rao (V. K. R. V.). The Post-War Rupee. Bombay: Oxford 
University Press, for the Indian Council of World Affairs, 1946. 7}”. 
Pp. 48. Rs. 1. 

[Prof. Rao shows India’s current dilemma, with on the one hand a huge 
depreciation of the internal value of the rupee, and on the other hand a huge 
increase of foreign assets. The first would justify a lower value for the rupee, 
the latter a higher value. He would not for the moment change the ls. 6d. rate, 
but would qualify the rupee sterling link by limiting the Reserve Bank’s obliga- 
tion to buy sterling to the volume which is backed by import bills. He would 
defer any final decision on the long-term rate until the position is clearer, and 
reserve the right to delink the rupee from sterling. He is generally in favour of 
India adhering to Bretton Woods, but would insist on regarding any existing rate 
as provisional and on having both a larger quota and a permanent seat on the 
executive of any organisation. He argues the importance of satisfactory arrange- 
ments for the ordorly liquidation of the sterling balances. } 


Reves (E.). The Anatomy of Peace. London: Penguin Books, 
1947. 7°. Pp. 253. ls. 

[This is an unabridged reprint of a book which has had a very big sale in 
America. The author argues that the condition of peace is that absolute national 
sovereignty shall be superseded by a universal legal order, with law instead of 
treaties between nations. ] 

RosenBere (L.). The Jewish Population of Canada. A Statis- 
tical Summary from 1851 to 1941. Montreal: Bureau of Social and 
Economic Research, Canadian Jewish Congress, 1947. 8”. Pp. 32. 
50 cents. 

[This paper provides a statistical analysis of the Jewish population of Canada. 
There are some 175,000 Jews, and they are about 1:5% of the total population. 
They form the largest proportion of the total] population in Manitoba, Quebec 
and Ontario. They are twice as urban as the average. They are mostly 
concentrated in Toronto, Montreal and Winnipeg, which together account for 
117,000. Very few are engaged in agriculture (1-19% of all occupied Jews). 
Trade (34-86%), manufacturing (31-24%) and clerical work (14-20%) account for 
a large majority. It is a little surprising to find a smaller proportion of Jews 
(5-62%) than of all others (5:79%) in the professions. ] 

Scort (E.). Lord Robert Cecil’s Gold Fields Diary. Melbourne 
University Press (London: Geoffrey Cumberlege, 1945. 7”. Pp. 32. 
ls. 

[This is a reprint, complete with amusing small drawings, of the diary kept 
while on a visit to the Victoria goldfields in 1852 by Lord Robert Cecil, younger 
son of the then Marquis of Salisbury, but later to succeed to the title and become 
Prime Minister. ] 

SuEenoy (B. R.). The Sterling Assets of the Reserve Bank of 
India. New Delhi: Indian Council of World Affairs; Bombay and 
London : Oxford University Press, 1947. 84”. Pp. 163. 8s. 6d. 

[To be reviewed. ] 

SmrBERMAN (L.). Crisis in Africa. London: Fabian Publications 
and Victor Gollancz, 1947. 7”. Pp. 21. 6d. 

[This pamphlet argues that the Colonial Office policy of Indirect Rule, though 
designed to enable the native to carry as much of the responsibility of government 


as possible, has been over-Conservative in its effects and has stood in the way of 
progress. The author recommends much greater encouragement of the educated 
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natives, and greater preparedness to push ahead and encourage change, which is, 
he is convinced, the desire of most of the native populations. } 


Smey (T.S.). Welfare and Planning in the West Indies. Oxford : 
Clarendon Press, 1946. 84”. Pp. xi + 267. 15s. 


[To be reviewed.] 


Stewart (MarGcaRet). Taking Work to the Workers. London: 
Fabian Publications and Victor Gollancz, 1946. 8”. Pp. 29. Ils. 


[This useful pamphlet sets out what has been planned for the Development 
Areas as the result of the Distribution of Industry Act prepared under Hugh 
Dalton when President of the Board of Trade, and carried through by the care- 
taker government. Miss Stewart emphasises the present disparity between plans 
and achievement and urges the importance of speeding up factory building. 
She shows that the existing plans, when they are complete and working to 
full capacity, would go far to solve the problems of unemployment. But she 
asks whether they will be adequate when account is taken of possible future 
technological unemployment: for instance, in tin-plate manufacture. Has she 
taken account of the local multiplier? It is by no means clear how much must 
be added to the direct factory employment for added work both on materials 
and in the provision of transport, services, locally produced consumer goods and 
the like. These may well leave a shortage rather than leave a surplus of man- 
power. | 


SwreEzy (P. M.). The Theory of Capitalist Development. Lon- 
don: Dennis Dobson, 1946. 83”. Pp. xiv + 398. 18s. 


[To be reviewed. ] 


Tate (W. E.). A Hand-list of Buckinghamshire Enclosure Acts 
and Awards. Aylesbury: Clerk of the Bucks County Council, 1946. 
83”. Pp. vi + 46. 2s. 6d. 


[Mr. Tate, whose work on enclosure will already be known to readers of the 
Economic Journal, has made a detailed statistical study of the process of enclosure 
in Buckinghamshire, both by private acts and under the general acts. He has 
been able to estimate from the records in the County Hall at Aylesbury and in 
the Public Record Office the areas covered by each act or award, and progress 
can be measured far more clearly than has ever before been possible. ] 


Taytor (G. R.). Economics for the Exasperated. London: 
John Lane, The Bodley Head, 1947. 8”. Pp. 416. 10s. 6d. 


[This book could better have been called Economics by the Exasperated. Mr. 
Rattray Taylor is an amateur who likes to find out for himself, and whose 
exasperation has sprung from the difficulty of finding out. He has, on the whole, 
succeeded in finding out a lot. The book retains the freshness and vigour of one 
who is tackling new problems from first principles with the minimum of guidance. 
It is readable, argumentative, dogmatic. But, if one would occasionally like to 
argue with the author, these are virtues rather than defects. He has approached 
his problems, as he should, by seeking for measurement of all that is measurable. 
Mr. Colin Clark is his general guide. His exasperation is largely that of one 
brought up in habits of measurement who dislikes the habit of theorising without 
measurement. One would like to argue with him the necessity for deductive 
argument in a field in which the controlled experiment is impracticable, but his 
prejudice is a good prejudice. It is to be hoped that his book will persuade a 
number of other exasperated men and women to read and understand the 
problems of economics. But an economist may be forgiven for a slight feeling of 
exasperation at Mr. Rattray Taylor’s too ready assumption that when the 
political applications of economics fall short of the desiderata, it is economic 
thinking and not political action which is at fault.] 


Upton (A. E.). Foundations of Prosperity. London: Towards 
New Culture, 1946. 84”. Pp. 50. 2s. 


[Mr. Upton argues that ‘‘ a mechanical theory of Money, Credit and Capital, 
self-sufficient and taking no heed of the powers of fructification and decay which 
belong to the earth, has contributed in no small degree to the confusion of our 
times. Behind those powers are the unseen forces of the Divine Universe, those 
forces with which man can interfere only at his peril.’’] 
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Wapsworts (J.). Counter Defensive, being the Story of a Bank 
in Battle. London: Hodder and Stoughton, 1946. 10’. Pp. 106. 
12s. 6d. 


[Mr. Wadsworth tells the story of how the Midland Bank carried on during the 
war, despite damage to 1,351 branches—729 of them inthe Londonarea. Never- 
theless, thanks mainly to timely forethought and care, no single strong-room was 
lost, no customer found the records of his account obliterated, and whatever the 
damage, banking facilities were restored almost immediately. Despite large 
increases of work, there was a net reduction of some 15% in staff, and special 
arrangements had to be made for training the new entrants to take the place of 
over 8,000 men who went tothe Services. It wasavery fine record of service to the 
public under very great difficulties, and imposed on all the staff of the bank very 
severe strain. They, and the staffs of all the other banks, have earned our 
gratitude. | 


WaRRINER (DOREEN). Jugoslavia Rebuilds. London: Fabian 
Publications and Victor Gollancz, 1946. 83’. Pp. 24. Ils. 


[Miss Warriner is full of optimism about the new Jugoslavia. She argues that 
the present rulers have dealt effectively with the short-term problems of rebuilding 
the transport system, restoring grain production, nationalising industry, stabilising 
the currency, and equalising incomes. Land reform and resettlement has been 
put through. The long-term plans she regards as a real basis for an attack on 
peasant poverty. ‘For the first time in the Balkans there is a country where the 

* real objective of economic policy is to raise the standard of living of the poorest.’’] 






















American. 


The American Competitive Enterprise System. Washington, 
D.C. : Chamber of Commerce of the United States, 1946. 9”. Pp. 24. 
10 cents. 

[An argument of the virtues of the system whereby the resources and 
instruments of production are developed under private ownership, individuals 
are free to choose their jobs, consumer choice directs activity, individual ambition 
provides the incentive, orders and regimentation are reduced to a minimum. 
The authors regard the existing U.S. system as reflecting in essentials that pattern 
of economic life.] 


Bartuett (R. W.). The Milk Industry. New’York: Ronald 
Press Co., 1946. 9”. Pp. xxi + 282. $4.50. 


[To be reviewed. ] 


CuasE (Stuart). For This We Fought. New York: Twentieth 
Century Fund, 1946. 73”. Pp. 123. $1.00. 


[The author, after a racy survey of the ilJs of the world in general and America 
in particular, asks himself what economic system, based on what incentives, can 
give America the standards of living that ought to be attainable. He sets out 
four alternatives : a mixed system of unregulated and undirected blocs, struggling 
for power without sense of direction, such as existed before the war; the mixed 
economy with the addition of some measure of direction, comparable to that in 
the Swedish economy; an automatic competitive system; an authoritarian 
State. He sees no likelihood of America going either backwards to the third of 
these or forward to his last. The first he regards as already proved obsolete and 
a failure. He then is led to the second of the four, and devotes his study to the 
perfection of an economy on that basis, which he calls the Middle Road Program. 
He outlines the various reforms which he thinks necessary to make it work.] 


CieETon (G. U.) and Mason (C. W.). Executive Ability, Its 
Discovery and Development. Yellow Springs, Ohio: Antioch Press, 
1946. 83”. Pp. 540. $4.50. 

[To bea reviewed. ] 

CraMéR (HARALD). Mathematical Methods of Statistics. Prince- 
ton University Press (London: Geoffrey Cumberlege), 1946. 9”. Pp. 
xvi + 575. 33s. 6d. 


[To be reviewed. ] 
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An Essay on the Proper Method for Forming the Man of Business : 
1716. With an introduction by A. H. Cole. Boston, Mass.: Baker 
Library, Harvard University Graduate School of Business Administra- 
tion, 1946. 103”. Pp. 28. 

[A reprint, with an introduction by Prof. A. H. Cole, of an Essay, by Thomas 
Watts, on the Proper Method for Forming the Man of Business, published in 1716. 
The qualifications required of a man of business were: first, that he must be a 
man of correspondence; second, he must be expert in arithmetic; third, he must 
be expert in merchants’ accounts; fourth, he must have a knowledge of the facts 
of mathematics that are of special use and benefit to mankind. Little is known of 
Watts, but he would appear to have conducted a kind of school of business training 
where mathematics, accounting, and apparently some French and even drawing 
and dancing were taught.] 


Dusuin (L. I.) and Lorxa (A. J.). The Money Value of a Man. 
New York: Ronald Press Company, 1946. 9”. Pp. xxi + 214. 
$6.00. 


[For a number of purposes concerned with insurance an estimate of the 
capitalised value of a man is necessary, as, for example, when a family is deprived 
of the chief bread-winner. This book sets out to argue the economic basis of 
compilation and sets out statistical tables based upon earnings, age and interest 
rates. ] 

Fets (H.). Seen from E. A. Three International Episodes. New 
York: Alfred A. Knopf, 1946.7”. Pp. viii + 308 + vii. $2.75. 

{Mr. Herbert Feis, who was Adviser on Economic Affairs in the U.S. State 
Department, was visiting professor under the Patten Foundation at the Univer- 
sity of Indiana in 1945-46. This book contains in episodic and dramatised form 
the main contents of his lectures. The three episodes with which he deals are : 
the U.S. attempts to build a rubber stock pile before Pearl Harbour, and their 
frustration; the scramble for Middle-Eastern oil; the failure to prevent Mussolini 
obtaining oil for his Abyssinian campaigns. ] 

Ham (G. N.). Monetary Theory. A modern treatment of the 
essentials of money and banking. Philadelphia: Blakiston Company, 
1946. 83”. Pp. xiv+ 491. $3.50. 


[To be reviewed. ] 


Hueusuett (L.J.). Industrialization of Latin America. New York 
and London: McGraw-Hill Book Company, 1946. 9”. Pp. 508. 
$5. 

[To be reviewed.] 

Kuznets (S.)._ National Income. A summary of findings. New 
York: National Bureau of Economic Research, 1946. 9”. Pp. 144. 
$1.50. 


[To be reviewed. ] 


Martin (J. W.). Kentucky City Finances. Lexington: The 
University of Kentucky and The Kentucky Municipal League, 1946. 
9”. Pp. xii + 276. 

[At the request of the 1944 Conference of the Kentucky Municipal League, the 
Bureau of Business Research of the University of Kentucky undertook this 
survey of Kentucky City Finances. The Director of the Bureau, Mr. J. W. Martin, 
was responsible for planning and supervising the work, which discusses in general 
terms such problems as assessment, tax collection, audits and State technical 
assistance. | 


MassvE (H.). Factual Analysis of the Tennessee Valley Authority. 
New York: Edison Electric Institute, 1946. 84”. Pp. 184. 
Privately circulated. 

[This analysis by a consulting engineer at Montreal, made for presentation 
to the Edison Electric Institute at New York, was prompted by the possibilities 
of the extension to Canada of the principles and methods of the T.V.A. The 
No. 225—vo.. Lvm. L 
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author, who has brought together a great deal of statistical material relating to 
the electricity projects, throws doubt upon their financial success. He argues 
that reported cost is less than half of true cost if one includes in the latter the 
interest charges and the taxes lost through the operation of the scheme by 
public rather than private, and therefore taxable, concerns. He argues, further, 
that in consequence the reported surpluses of the years since 1938 were really 
very substantial deficits. While all of Mr. Massue’s statistics are of great interest, 
it is doubtful whether they can be held to prove that public construction was 
misguided. It is clear that in war-time the Tennessee Valley States had a greater 
economic expansion than the average of the U.S., and that income per head has 
risen more than the average. The gains to the State through greater taxable 
capacity are not considered. Mr. Massue’s arguments are many of them valid 
only on the supposition that private enterprise would in fact have carried through 
the projects in the absence of public enterprise. Was that in fact true ?] 


Maverick (L. A.). Time Series Analysis. Smoothing by Stages. 
San Antonio, Texas: Paul Anderson Company, 1945. 11”. Pp. x 
+ 153. 

[To be reviewed. ] 


Miiuis (H. A.) and Montgomery (R. E.). The Economics of 
Labor. Vol. III. Organized Labor. New York and London: 
McGraw-Hill Book Company, 1945. 84”. Pp. xiii + 930. 30s. 

[To be reviewed.] 


Planning Pamphlets, No. 53. Recovery in Europe by J. K. Gal- 
braith. Washington, D.C.: National Planning Association, 1946. 
74”. Pp. vii + 35. 25 cents. 


[Dr. Galbraith, in virtue of the work that he has done in recent years first 
under the State Department and later in the U.S. Bombing Survey, is peculiarly 
well equipped to deal with the economic problems of Europe, defined here to 
include only the Continent and not the United-Kingdom. He discusses briefly 
the main obstacles to recovery, shortages of materials, particularly coal, of food- 
stuffs, and of foreign exchange as a means to obtaining these. He deals in some 
detail with the special problems of Germany; he emphasises, rightly, the mis- 
takes and muddles, but understates the difficulties of re-starting an economy 
which has been brought down as low as Germany, and in which particular bottle- 
necks are so serious. He argues that all those who have believed in the economic 
disarmament of Germany are wrong, because (in his view) economic disarmament 
is ineffective. His treatment here is too brief to convince any one who has given 
serious thought to the ways and means of giving the German economy a tilt 
towards more peaceful industries. He would suggest a disarmament treaty to 
remove fear; loans to provide materials; organisation to bring eastern and 
western Europe again into effective trade relations; the restoration of German 
civilian industry as a source of supply for the rest of Europe, of the economic 
unity of Germany, of Ruhr coal output, of raw material and food supplies to 
Germany, and of German finances; the retention of the Ruhr by Germany and the 
return to her of large areas ceded to Poland; the ultimate reconsideration of the 
Potsdam decisions on reparations. In all this Dr. Galbraith clearly has a larger 
element of right than wrong. But both he and the N.P.A. will do well to remem- 
ber that, even to-day, a nation of seventy millions a few miles away looks very 
different to a nation of fifteen millions or even of forty millions than it does to a 
nation of a hundred and thirty-five millions three thousand miles away. This 
plan for the restoration of the economic and political strength of Germany needs 
to be prefaced more effectively by a plan for the restoration of France and other 
countries; the problem of fear in Europe is surely more deep-rooted that he has 
admitted. Can a disarmament treaty really give France the feeling of security 
that she so passionately desires ?] 

Wages under National and Regional Collective Bargaining : 
experience in seven industries. Princeton University: Industrial 
Relations Section, Department of Economics and Social Institutions, 
1946. 9”. Pp. 103. $1.50. 

[This is a study of the changing extent of local and national wage-bargaining 
and of wage differentials in glass-ware, pottery, stoves, hosiery, silk and rayon 
dyeing, flat glass, and pulp and paper.] 
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Wu (Y. L.). China’s Economic Policy—Planning or Free Enter- 
prise? New York: Sino-International Economic Research Center, 
1946. 9”. Pp. 60. 

[This interesting pamphlet compresses into narrow limits an exceedingly 
competent discussion of the problems of industrial development and capital 
investment in China. The author, after setting out the estimates by various 
individual experts and planning authorities of the investment needs of China, 
examines the allied question of how foreign capital can be secured, and the 
relation of this to collectivist policies in China. He argues that collectivism is 
an obstacle to the inflow of capital, and partly on that account, partly because he 
holds that the alternative of forced saving is inconsistent with a democratic 
government, he advocates a reconsideration of Chinese economic policy. It is 
interesting to see the possible politica] repercussions of a world economic system 
in which international lending may play a large part.] 


French. 


BETTELHEM™ (C.). Les Problémes Théoriques et Pratiques de la 
Planification. Paris: Presses Universitaires de France, 1946. 94”. 
Pp. 349. 240 fr. 


[To be reviewed. ] 


CépbpE (M.). Du Prix de Revient au Produit Net en Agriculture. 
Paris: Presses Universitaires de Frence, 1944. 94”. Pp. 446. 
350 fr. 

(This represents an attempt to re-write the theory of agricultural economics 
to take full account of the problems of conservation. | 

Grorar (P.). L’Economie des Etats-Unis. Paris: Presses 
Universitaires de France, 1946. 7”. Pp. 134. 

[A short popular account of the human and geographical bases of the U.S. 
economy, with an outline of the U.S. pattern of industry and agriculture, and an 
account of the U.S. crisis of 1930, the subsequent recovery, and of the economic 
aspects of the war and of reconversion. ] 

Marcuat (J.). Le Mécanisme des Prix et la Structure de 1’Eco- 
nomie. Paris: Librairie de Médicis, 1946. 9’. Pp. 250. 240 fr. 


[To be reviewed.] 


_ Marurev (H.). Physiologie de la Monnaie: Théorie Nouvelle de 
Economie Pure. Paris: Presses Universitaires de France, 1946. 
10’. Pp. 406. 220 fr. 


[To be reviewed.] 


Vine (A.). Vie et Doctrine de Karl Marx. Paris: Les Editions 
de la Nouvelle France, 1946. 9”. Pp. 404. 300 fr. 


[To be reviewed. ] 


Austrian. 


TautscHeR (A.). Banken-Verstaatlichung. Salzburg: Otto 
Miller, 1946. 8”. Pp. 171. 


[The purpose of this book is to prove the need for the nationalisation of banks 
by the following argument: different branches of the economy can afford to 
pay different rates of interest for the capital they require because of the differing 
frequencies with which they turn this capital over; accordingly the tendency 
to uniformity of interest rates which is inherent in a competitive credit system 
is incompatible with a properly balanced economic development; a state credit 
system, on the other hand, could change differential interest rates to foster 
development in accordance with its general economic plan.] 
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Greek. 


ZOLOTAS (X.E.). Qewentixn Olxovourxn. Athens: ’Apy. TavaEnone, 
1944. 

[This is a second, enlarged, edition of a general text-book of theoretical 
economics by Professor Zolotas of the University of Athens. It makes available 
to Greek students in their own language a great deal of the recent work in England 
and America both in the theory of value, including imperfect competition, and in 
the theory of employment.] 


Swiss. 


K6nie (R.). Materialien zur Soziologie der Familie. Berne: A. 
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